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ENERGY ECONOMICS 
GUATEMALA 


USUMACINTA PROJECT BEING STUDIED, CAUSES CONTROVERSY 
Technicians Conducting Studies 
Guatemala PRENSA LIBRE in Spanish 16 Oct 81 p 2 


[Text] The country's engineers continue to conduct studies to estimate the poten- 
tial of the Usumacinta River with a view to using that important resource to 
generate energy, Guatemalan Foreign Relations Minister Engineer Rafael Castillo 
Valdez said yesterday... 


He noted that, as a result of the meeting of the two presidents, Gen Lucas Garcia, 
of Guatemala, and Jose Lopez Portillo, of Mexico, in 1979, a joint announcement 
was issued to the effect that investigations of the resources of the Usumacinta 
river along the border would be investigated. 


He added that this river is considered the most important from Mexico to Colombia 
because its flow rate is many times greater than that of any other river in Central 
America. 


He indicated that this resource is highly important and that the least one can do 
is conduct an analytical study to survey the resources available here. He empha- 
sizec hat there are bilateral commissions (from Mexico and Guatemala) working on 
these studies. 


"They include Guatemalan engineers specializing in hydrology, agriculture, and 
electric power; they will evaluate the potential of these resources." 


The Guatemalan foreign minister said that the results of the studies will be dis- 
closed to the public within several weeks. 


Other unofficial sources indicated that the flow rate of the Usumacinta will pro- 
duce six times the total energy that the Chixoy project will turn out. 


It was learned that the water power potential of this river is 1,500 cubic meters 
per second and that, if the hydroelectric power plant is built, a large part of 
the Department of Peten would be flooded, in an area equivalent to Escuintla and 
Retalhuleu. 














The people of Peten are frightened by the project since the banks of the Usumacinta 
river are populated by more than 50,000 Guatemalans--all peasants who belong to 
cooperatives. Besides, there are 250 archeological sites in this area which will 
be flooded if the hydroelectric power plant is built. 


It was learned that the administration has invested 5 million quetzales in the 
project studies. 


Guevara Rodriguez Statement 
Gautemala PRENSA LIBRE in Spanish 20 Oct 81 p 14 


[Text] "If the construction of a hydroelectric power plant on the Usumacinta 
River damages the territory of Peten, we will oppose that project and if, by chance, 
we are pressured by our neighbors, we are going to come to blows, if necessary." 


This remark was made the day before yesterday by Gen Angel Anibal Guevara Rodriguez, 
the presidential candidate of the FDP (Popular Democratic Front) during a working 
session held last Saturday with residents and government officials in that depart- 
ment. 


The presidential candidate arrived in Peten , accompanied by Ramiro Ponce Monroy, 
the vice presidential candidate; Jorge Garcia Granados, leader of the PR [Revolu- 
tionary Party]; Gabriel Giron Ortiz, secretary-general of the FUN [Nationalist 
United Front]; Engineer Jose Miguel Barrios, founder of the Guevarista National 
Coordinating Group; Dr Jose Trinidad Ucles, member of the executive committee of 
the PID [Democratic Institutional Party]; as well as other political leaders. 


Hightvay and Floods in Peten 


General Guevara was received in the Marco Antonio Fion stadium where he held a 
meeting offering to make a decisive contribution to the solution of the problems 
in the area. 


He talked about the floods caused by the rise in Lake Peten Itza, affecting hundreds 
of families. He revealed that engineers from the UN are currently conducting 
studies to determine the causes of the rise in the water level in order later on 

to draft a study with recommendations as to how to resolve this emergency. 


"Rest assured," he continued, "that, if those engineers recommend a project to put 
an end to these rising waters, and if I should win the election next March, that 
project will be carried out promptly to prevent greater problems in the region." 


Later he talked about communications between Guatemala and Peten which continue to 
present difficulties due to the lack of a black-top highway. He promised that he 
would take care of this great need by building a surface highway. 


Support for Cooperative Members Along Usumacinta 


On another matter, General Guevara talked about the thousands of peasant families 
living in cooperatives who have settled along the banks of the Pasion and Usuma- 
cinta rivers. 











He said that he was familiar with the basic problems faced in that area, such as, 
for example, the lack of year-round roads which prevents the people from bringing 
their agricultural products to the country's markets. 


"I know," he emphasized, "that the thousands of quintals of corn produced there 
cannot be brought out in time. If I win next March, I will make sure that the co- 
operative peasan*s along the Pasion and Usumacinta rivers will get the support 
necessary so that these needs can be properly met." 


Usumacinta River Project 


As part of the meeting which the FDP candidate held with various government offi- 
cials in the department, one cf the mayors raised the problem of the Usumacinta 
where the Mexican Government is planning to huild a hydroelectric power plant which, 
as we know, will flood more than 16,000 square kilometers in Peten. 


The housing chief expressed his worry and reported that the peasants in the area, 
numbering more than 50,000, are frightened by the negative consequences deriving 
from the above-mentioned power plant. 


The same mayor emphasized that the current administration has been supporting the 
cooperatives and persons settling along the Usumacinta and portions of the Salinas 
and Pasion rivers. 


"Do not try to explain to me," the district chief said, "why they are giving land 
and support to those cooperative peasants if they are going to try to flood the 
area, especially since the Mexicans insist on building the hydroelectric power 
plant." 


In responding to the mayor's statements, General Guevara declared that, when he 
was defense minister, he was familiarized with some of the studies connected with 
the hydroelectric power project on the Usumacinta. 


"The preliminary studies," he continued, "indicate that the floods are not going 
to be as disastrous as has been believed. However, the people of Peten can be 
sure that, if that project damages the department, and if I win the elections, 

I will oppose it roundly. We will not allow the dam to be built and if we are 
pressured, we are ready to come to blows if necessary." 


General Guevara's position in this respect was applauded by the people of Peten 
who offered him support for his victory in the coming general election. 


Government Press Conference 
Guatemala PRENSA LIBRE in Spanish 23 Oct 81 p 6 
[Text] In yesterday's press conference, the government disclosed preliminary 
studies dealing with the construction of a hydroelectric power plant on the Usuma- 


cinta River which will cost approximately 4 billion quetzales and which, in Peten, 
will cover an extensive area which has not as yet been determined exactly. 














Several deputies and newsmen raised various doubts on that project and it was even 
suggested that it is presently not a good idea to carry that project out, not only 
because of the difficult economic situation facing Guatemala but also because of the 
dangers deriving for Guatemala through the possible loss of territory, archeological 
sites, and forestry, agricultural, and human resources. 


The conterence was held in one of the rooms of the Presidential Guard. It was at- 
tended by the following: President Lucas Garcia; Jorge Bonilla Lopez, president 
of the legislative body; ministers of state, officials from the various branches 
of government, as well as invited newsmen. 


Initially, the audience was addressed by Foreign Relations Minister Engineer Rafael 
Castillo Valdez who said that the purpose of the conference was to brief the depu- 
ties, as representatives of the people, and the mass media on the various aspects 
relating to the possible construction of a hydroelectric power plant on the Usuma- 
cinta River. 


He said that it was a good idea for people to express any doubts they might have 
on this matter. He also disclosed the names of the Guatemalan engineers who are 
participating in the studies connected with the above-mentioned hydroelectric 
power project. 


Guatemala was represented in these studies by Engineers Juan Luis Lizarralde, 
chairman of the international boundary and water commission; Marco Antonio Curley 
Garcia, of the Ministry of Agriculture; Gonzalo Sagastume Guerra and Col Rene 
Aguiluz Morales, director of the IGN (National Geographic Institute); Haroldo 
Duarte Villela, deputy director of the IGN; engineers Roland Castillo Contoux and 
Rolando Yon Siu, from the INDE [National Electrification Institute], a commission 
appointed by the government. 


Mexico was represented by Fernando Gonzalez Villarreal, Humberto Luna Nunez, 
Jose Alberto Villasana, Carlos S Galindo, Joaquin Carreon, and Antonio Capella 
Vizcaino. 


Later, the gathering was addressed by engineer Lizarralde who broadly outlined the 
various efforts which have been made to study the resources which the Usumacinta 
might generate. 


He noted that Mexico during the sixties was very much interested in speeding up 
these studies and that, when he recommended that this be done, he detected fear 
because of negative speculation on this score, above all regarding the flooding 
which might result and the devastating damage deriving from that. 

"However,'’ he continued, "the preliminary studies which were conducted, thanks to 
the decision by President Lucas Garcia, reveal that this would not cause the kind 
of floods that people have been afraid of." 


He said that the Usumacinta River has a significant potential concerning energy 
and that, if the project is carried out, it would considerably benefit Guatemala. 


























He emphasized that the studies are in a preliminary stage and that they are being 
conducted without any harm to national sovereignty, The commission appointed for 
this purpose is working in a context of patriotism and love of Guatemala. 


Energy Potential 


Later, engineer Castillo Contoux, who is in charge of the hydroelectric study for 
the Usumacinta, revealed details on that project. Me said that this hydroelectric 
power plant will generate 8,920 kilowatts. 


He added that the project could be built in a place called "Boca de cerro," where 
the resultant flooding would cover approximately 100 square kilometers or 10,000 
hectares. 


He stressed that the flooded area would greatly affect the region since it would 
include 37 square kilometers for the dam reservoir in the Usumacinta canyon. 


Geological Studies 


Engineer Marco Antonio Curley Garcia, from the Ministry of Agriculture, covered 
aspects dealing with fertile areas and possible tourist centers which might be 
built in the basin of the Usumacinta River, 


He emphasized that the population density is very low in that area and that there- 
fore not many families would be affected, contrary to what had been speculated. 


He mentioned three possible places where the dam reservoir could be built, places 
where there would be areas for tourist activities, fishing, irrigation, etc. 


"The potential of the Usumacinta is considerable," he noted, "and we believe it to 
be a good idea to carry out the studies so as to implement the project within a 
period of 15 years, approximately." 


Elevation 100 Indicated 


Col Aguiluz Morales, of the National Geographic Institute, mentioned the differences 
in the level found in the Usumacinta basin. 


He added that until a short time ago there were no reliable data since the studies 
conducted on the basis of air photos only indicated the elevation differences on 
the basis of the tree tops. 


"We have done a very difficult job," he continued, "and we have been able to figure 
out that, in view of the elevation differences we have here, the elevation of 100 

is the best to build the dam. At that elevation, there will be little flooding and 
this will not cause any major damage, as people have been saying for several years." 














Deputies Express Doubts 
Several deputies and newsmen asked the following questions; 


Why is the project not going to be carried out in the future, when Guatemala's 
economy is more solvent? 


Castillo Valdez replied: 'We are conducting the studies for the construction of 
this project which undoubtedly will take place between 10 and 15 years. We now 

ask ourselves why this was not done earlier. If we do not launch the project with- 
in 5 years, its cost will be 8 billion quetzales and if we start it between 12 

and 15 years, the cost will go up to 12 billion quetzales." 


A newsman indicated that the centenary of the Mexican grab from Guatemala, in the 
Province of Chiapas, will be celebrated within a year. He suggested that it was 
not a good idea to enter into any negotiations with the Mexicans and that, before 
any treaties, it would be necessary to study all of the negative factors which 
could give rise to problems with the government of the neighboring countries and 
which could affect Guatemala's sovereignty. 


Some members of congress indicated their disapproval of the project since the banks 
of the Usumacinta produce more than 1 million quintals of corn annually; thousands 
of cooperative farmers have been settled there and, besides, more than 200 archeo- 
logical sites are located there and they constitute the basis of Guatemalan iden- 
tity. 
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ENERGY ECONOMICS GUATEMALA 


BRIEFS 


OIL EXPLORATION REGULATIONS--The Secretariat of Mining, Hydrocarbons, and Nuclear 
Energy has issued invitations to submit bids for the award of contracts in the 
areas set aside for hydrocarbons exploration and exploitation in the country. In 
the first article of the invitation, domestic and foreign enterprises, interested 
in hydrocarbons exploration and exploitation, are urged to submit offers for petro- 
leum operation contracts based on the model approved in the government resolution 
of 29 September, including six selected areas. The obligations in terms of drill- 
ing during the 3 first years, the minimum depth of each well, and the minimum 
investment for each area are given in detail; the lowest investment during the 
first year is 1.5 million quetzales and the highest is 3 million and the amounts 
will go up as the years pass. There are also provisions for minimum government 
participation in crude petroleum for an output of up to 30,000 barrels per day, 
from 55 percent in area CC up to 60 percent in area L. When the output is between 
30,000 and 50,000 barrels per day, the government's percentage goes up from 60 to 
65 percent; when it is between 50,000 and 100,000 barrels per day, it goes up to 
70 percent and when the output exceeds 100,000 barrels per day, the figure is 75 
percent, The companies for each contract area will have to invest, in road con- 
struction, during the first year, 1 quetzal per hectare; during the second year, 

2 quetzales; during the third year, 3 quetzales; during the fourth year, 6 quet- 
zales; during the fifth year, 10 quetzales; and during the sixth year, 20 quet- 
zales per hectare. They are also obligated to build a school and a hospital for 
each contract area in the amount of 450,000.00 quetzales. [Text] [Guatemala EL 
IMPARCIAL in Spanish 14 Oct 81 p 5] 5058 


ELECTRICITY INTERCONNECTION--The National Electrification Institute has launched 

a program aimed at Central American interconnection of electric energy and has 
taken the first step together with El Salvador with whom preliminary treaties were 
signed for the energy link. Engineer Otto Arnoldo Block Kauffmann, chairman of 

the board of INDE [National Electrification Institute], told PRENSA LIBRE that 
interconnection of electric energy systems will be achieved with El Salvador in 

no more than 3 years. The corresponding agreements have already been signed for 
that purpose. "Guatemala," he said, "will sell electric energy to El Salvador. 

The original idea was to have Guatemala purchase energy from El Salvador. However, 
our neighboring country has already exhausted its generating capacity and Guatemala 
will have a surplus electricity output starting next year. After El Salvador, we 
are planning a link-up with Honduras whom we are also thinking of selling electric 
energy. The area will wind up interconnected since Nicaragua and Costa Rica are 
already tied in. This is a very ambitious project which will link Central America 
through electric energy interconnection." [Text] [Guatemala PRENSA LIBRE in 
Spanish 15 Oct 81 p 2] 5058 











CHIXOY HYDROELECTRIC PROJECT--The Chixoy hydroelectric project will be completed 
before the end of the current presidential term; its cost comes to a total of 600 
million quetzales and is the biggest in the country; it will produce 300 Megawatts 
and that will lead to a surplus output of electric energy in the republic. This 
information was given to PRENSA LIBRE by engineer Otto Arnoldo Block Kauffmann 

who added that this impressive hydroelectric project will be completed before the 
end of June of next year and it will be opened during that month. This project 
was financed by the International Reconstruction and Development Bank, the IDB, 
the Central American Bank, and the FIV (Investment Fund of Venezuela). The 26 
kilometers of tunnels in the project were opened recently and the project as a 
whole is completed to the extent of 70 percent. With the start of the Chixoy pro- 
ject, the country's energy problem will be solved and there will be a surplus of 
electric energy output. The president of INDE [National Electrification Institute] 
said that, before the end of this year, it is expected that the Santa Maria II 
hydroelectric project in Quezaltenango will be completed at a cost of 80 million 
quetzales. The civil engineering phase will be financed by the Central American 
Integration Bank and the electromechanical phase will be taken care of through 
supplier funds. The facility will have a 900-meter tunnel to supply the hydro- 
electric power plant with water from the Samala river. Engineer Block said that 
the old generating plant at Santa Maria is turning out 10 Megawatts. The new pro- 
ject will produce 68 Megawatts. Engineer Block Kauffmann also said that the INDE 
is working on the Zunil geothermal project in Quezaltenango. "As of now," he said, 
six wells have been drilled with a production capacity of 20 Megawatts. We are 
about to procure a small plant for generating energy from the six wells at a cost 
of 8 million quetzales. [Text] Guatemala PRENSA LIBRE in Spanish 15 Oct 81 p 2] 
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COUNTRY SECTION INTER-AMERICAN AFFAIRS 


CHILE SIGNS JUDICIAL AGREEMENTS WITH URUGUAY 
Santiago EL MERCURIO in Spanish 16 Oct 81 p A-10 


(Text ] Mmtevideo, 15 Oct (ANSA)--Uruguay and Chile signed three agreements for ju- 
dicial cooperatim here today. They represent their decision to expedite judicial 
transactions and improve the law for citizens of the two countries who settle in 
the other country. 


The documents were signed by the Chilean minister of justice, Mmica Madariaga, who 
arrived on an official visit here yesterday and the Uruguayan foreign minister, Es- 
tanislao Valdes Otero. 


The treaties refer to the return of minors, exchange of criminal records and the 
quality of court treatment and letters rogatory. 


Uruguay has already signed similar agreements with Argentina and plans to sign me | 
with Paraguay. Minister Madariaga stated that that country "is a pimeer in this 
field." 


She indicated to journalists: "Uruguay is demonstrating to America and the world 
that judicial integratio is avery significant step so that the regims will pros- 
per and develop." 


She maintained that agreements like those signed between Uruguay and Chile today 
must have multilateral characteristics, especially amomg the countries of the south- 
ern cone of America, since she considers them "indispensable" far the proper appli- 
catio of law across the boarders. 


The treaty om criminal records canmits the countries to send each other data m 
citizens sentenced or tried by the courts in each cauntry. Return of minors has 
the objective of returning minors residing in either of the two cauntries to their 
place of origin if they do not have appropriate authorization fran their guardians. 


With Alvarez 


Shortly before signing the bilateral agreements, Minister Madariaga met with the 
president of Uruguay, Ret Lt Gen @egorio Alvarez, fa@ 30 minutes. She called the 
meeting open and favorable for the exchange of experiences in fields where the two 
countries "advance in the same way." 

















She told the journalists that she had heard President Alvarez' cocern for the 
problems of the minavrity; she said there was equal interest in Chile. 


The Chilean minister who will remain in Uruguay until Saturday will also meet today 
with other goverrment officials like her colleague, Julio Cesar Espinola, and the 
president of the Council of State (a legislative organ), Hamlet Reyes. 


Madariaga invited Espinola to visit Chile but a date had not yet been set. 


The Chilean minister is in Montevideo accompanied by Bernardita Segura Tejeda, head 
of the cabinet, and the legal adviser, Fernando Dougnac Rodriguez. 


In respmse to a question from a journalist, the Chilean minister said that justice 
in her country "has complete autqomy and independence without hurting the necessary 
balance that must exist between the judicial and executive tranches." 


TT 
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COUNTRY SECTION ARGENTINA 


DROUGHT CAUSES FIFTY PERCENT LOSS OF WHEAT CROP 
Buenos Aires LA PRENSA in Spanish 15 Oct 81 p 8 


[Text] Santa Fe (NA)--The prolonged drought caused losses in Santa Fe Province 
of up to 50 percent of the wheat harvest, according to estimates by local farn- 
ing circles. 


The lack of rain that has been endured here for 2 months and the low temperatures 
for this time of the year prevent the planting of corn, sorghum and flax, all of 
which presents a not very encouraging outlook for the Santa Fe farmers, who this 
year also had to cope with the results of a big flood. 


In order to remedy this situation, the Federation of Rural Associations of the 
Center and the West Coast (CARCLO) negotiated before the national organizations 
to renew the emergency credits of the recent floods under the same terms for the 
present drought, which will cause greater indebtedness because of the poor har- 
vest that is foreseen. 


In Armstrong 


Armstrong, Sante Fe--Plainly this region has experienced a lack of heavy rains. 
According to the farmers, this lack of precipitation and the relatively cold days 
are greatly damaging the planting of wheat, to such an extent, they sayy that if 
another 15 days go by without rain, the loss will be almost total. 


It is now also the season for corn planting, and almost all the tenant farmers 
already have the land prepared and the seed ready, but they do not dare to plant 
until it rains, mainly because at the present time most of them are planting 
seed of inspected quality, which is expensive. In the same way, the scarcity 

of pasturage is apparent in the grazing fields, and what there is, is yellowish 
because of the recent frost. 


In the South of Buenos Aires 


Bahia Blanca, Buenos Aires (NA)--The Agricultural, Livestock and Industrial Co- 
operative of Medanos requested a declaration of an agricultural state of emer- 
gency in the Buenos Aires district of Villarino, affected by the lack of rain 
for the fifth consecutive month, which has caused the loss of 50 percent of the 
select harvest with the risk that the whole production will be lost if there is 
no rainfall "in a very short time." 
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The Medanos cooperative, together with the Argentine Federation of Land Co- 
operatives (FACA), sent a note to the municipal intendant of Villarino, Jorge 
Bermejo, in which they request the state of emergency and moreover describe 
the region's agricultural and livestock situation. 


The Medanos cooperative describes in detail that "the agricultural and live- 
stock producer in our area has been living in an emergency since the previous 
agricultural cycle because of the more than 50 , ercent crop failure from drought 
and late frost, with the added difficulty of several sectors that suffered a 
total loss of the select harvest. 


The cooperative's note to Bermejo also mentions the "meager harvest of 1980-81" 
that was marketed at giveaway prices, which did not allow the farmers to meet 
obligations contracted and who in many cases had to resort to selling their 
cattle to partially remedy the precarious situation that they are experiencing. 


The Medanos cooperative points out in its note that many farmers "have renewed 
their spirit by planting their properties before selling them and emigrating" 
and also emphasizes that the state of cattleraising "is deteriorating at an 
alarming rate because the reserves of forage are being depleted and mortality is 
noted." 


The rainfall lately recorded in the region and in the center of the province, 
because of its low volume, did not succeed in alleviating the lack of moisture 
in the countryside either in the seasonally planted fields or in the grazing 
fields. 
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COUNTRY SECTION ARGENTINA 


EDITORIAL VIEWS DROUGHT EFFECTS ON ECONOMY 
Buenos Aires LA PRENSA in Spanish 15 Oct 81 sec 2 pl 
[Editorial] 


[Text] The meteorological changes in recent days do not foretell an optimistic 
outlook for Argentina's most important farming region. The charts that we pub- 
lish everyday and their interpretation through the information that accompanies 
them proves this, regrettably, for grain production. If any unexpected upset 
were to change this unlucky forecast, the agricultural situation would remain 
the same. Now the rains will always be overdue. The large wheat harvest that 
was expected, as a result of a planting increased by about 10 percent above the 
area tilled in 1979-80, is decreased by a proportion that has still not been cal- 
culated, because of a persistent drought, which was barely somewhat relieved by 
the low rainfall of a delayed storm in Santa Rosa, which was timely when it 
occurred. 


Extensive wheat regions in Argentina's center and river coast are still suffer- 
ing the ruin of a failure impossible to avoid. In more southern latitudes-- 
east and southwest of La Pampa, west, southwest and south central of the Prov- 
ince of Buenos Area--the damage caused by insufficient or zero rainfall could 

be reduced if it would rain soon. At any rate, the yields of the planting will 
decrease by a large proportion. This far south of the moist pampa, center of 
the select harvest, at the present time is suffering the results of the scanty 
rain levels recorded in September, which, if they had been plentiful, would have 
then impelled the vegetative cycle of wheat and other grains toward their normal 
foliation and clusters up to the multiple flowering that promises good yields. 
At the present time, except for some areas where it rained sufficiently and 
others where leaving land fallow, ploughing with a chisel and other suitable 
practices contributed toward maintaining the moisture of the subsoil, the rest 
of the Buenos Aires region will see its select harvest decimated. 


This is a natural misfortune that will have consequences in the agricultural 
economy and in that of the whole country. This will be added to a situation 

of serious deterioration in rural enterprises. Their decapitalization, indebt- 
edness and outmoded equipment are proven by the well-known official credit 
efforts, which are genuine although they are thought to be inadequate or un- 
fair. The cattle liquidation that is now culminating also confirms the economic 
and financial precariousness of agricultural and livestock production, hounded 
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by bank, tax and municipal obligations and by the agricultural labor itself, 
which, moreover, are evidently causing moratoriums, foreclosures and other 
situations indicative of the farmers' increasingly large financial loss. 

The present drought will influence the planting of coarse grains--corn, 
sorghum, sunflower and soya~-due to the lack of suitable soil conditions and 
problems with the necessary reinvestment. These would probably be connected 
misfortunes, that do not have to be considered severe, but that must be anti- 
cipated, because they are part of the nature of things. 


Along with this idea of forecasting and warning about the agricultural pro- 
cess in its present difficult development, we also have to point out, besides 
the conditions that we have tried to explain without dramatizing them, the sub- 
sequent prospects of a smaller grain production. To a decrease in the export- 
able remainder will be added a loss of tax returns, problems with loan repay- 
ments by municipal services and other results of the small contribution from 
the harvests. 


It seems to us it will be advisable to take into account from now on these 
future consequences of the drought, which at this time are inconcealable. 
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COUNTRY SECTION ARGENTINA 


"SOMOS' INTERVIEWS FUTURE POLITICAL LEADERS 
Buenos Aires SOMOS in Spanish 16 Oct 81 pp 92-95 


[Round table with 11 young politicians from 11 different parties, at the 
Atlantida Publishing House; date not specified] 


[Text] In a spirited round table, young politicians discuss 
old politicians, the country, Peronism, the errors of the 
past, bossism, a feeble democracy, the absence of women in 
politics and what has to be changed. 


It is a household issue. Many people are saying that 
Argentina's poiticians are old, that they have worn themselves 
out and are not allowing young figures to emerge to 

update party ideas and structures. What truth is there to 
this, however? What do those who have apparently been held 
back think? SOMOS brought together 11 young politicians 

from 11 different parties representing most of the Argentine 
political spectrum to discuss this issue: the old politicians, 
the old politics. Voicing their views around an oval table 

at Atlantida Publishing House were Hugo Linares (Centrist, 
Constantini line), Carlos Andicoechea (Intransigent), 

Victor Lorefice (Peronist), Rafael Pascual (Radical), 

Eduardo Jose Alonso (Christian Democrat), Juan Carlos Raffo 
(Liberal, from Corrientes), Mario Justo Lopez (Democratic 
Socialist), Juan Guillermo Bello (Progressive Democrat), 
Federico Pinedo (Centrist), Carlos Balter (Democrat, from 
Mendoza) and Alejo Parizano (MID [Integration and 

Development Movement]). The youngest, Pinedo, is 25, and 
oldest is Bello, 34. This is what they had to say: 


SOMOS: Do we have to speak here in Argentina about the old politicians of the 
old p: .tics or about the age of our leaders? 


Linares: The problem involves the parties and their platforms. And there 

are not many choices here: Either they are good or they are bad, and therefore 
the politicians who endorse and defend such platforms are going to be either 
good or bad too, regardless of whether they are young or old. 
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Lorefice: The generation problem is not exclusive to politics, and therefore 
the equilibrium that men with experience can provide in difficult times is 
important. As young politicians we can see what the new needs are more 
clearly, without the prejudices of the past, but we have to gain our 
political education from the old boys. 


Alonso: It is not a question of age. The people who do not have a clear 
notion of their ideology, who lack authenticity are old. The young are 
always the ones who have left their mark on democracy. We can now see these 
differences between the people who are doing things and the people who are 
trying to be opportunists and get into the news a great deal. 


Raffo: As a young man I find it hard to be objective because, as the saying 
goes, when you're young, you're a trouble-maker and when you're old, you're 
a trouble-shooter. But I think that what we can call the old political 
leadership has stayed around too long and has probably not had a_ chance to 
rejuvenate its spirit because of the political situations that have arisen 
one after another in the country in the wake of institutional breakdowns. 





Lopez: It is clear to me that the problem between old and young politicians 

is not one of age. I would put it differently: What distinguishes the two 
approaches (the young and the old) is the understanding that there is a 
serious problem in Argentina and that that serious problem is an ailing, but 
not moribund representative democratic system. It is often said that Argentina 
is ailing because the military is in power. I would put it the opposite 

way: The military is in power because Argentina is ailing. 


SOMOS: Didn't the old politicians have anything to do with this ailing 
Argentina? What treatment do you youngsters suggest? 


Farizano: What underwent a crisis was the old, pro forma politics without 
substance, the struggle for just a way out or an election. The old is 
represented by our country in crisis, with political leaders who at a given 
point failed to grasp the basic problem. And the new is represented by the 
manifestations that we are seeing today. 


Linares: Such as? 
Farizano: The multiparty group, which has shown that the national leadership 


has put aside the old and sat down to talk over the problems that are really 
plaguing the country. 


Balter: I have my doubts. Many of us here do back the multiparty group. 

Those of us who were ever members of a forum know that we all agree on 
fundamental, declamatory principles. A search for national unity is important, 
but it 1s not enough. We all agree on calling for fair wages or on 

education for all. But we are surely not going to agree on the means for 
achieving this. 
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Raffo: Furthermore, Bittel, Frondizi and Alende are leaders of parties that 
for years now have not had those millions of votes to say: Let's all unite 
now. I think that they're like the wolf, who always thinks that Little Red 
Riding Hood is going to confuse him with her grandmother. I am saying this 
because I do not see any difference between the Hour of the People and the 
multiparty group. 


Lorefice: The historical situation is different. I think that to lump 
them together is, to a certain extent, ill-intentioned. 


Raffo: I didn't lump them together. I was posing a question. 


Linares: Altnough seven million votes is a big number, it would be a good 
thing for us in Argentina to begin debating ideas, not just vote totals. 


SOMOS: But the old boys are the ones proposing change, if in fact it exists. 
Might it not be that for, say, sentimental reasons the country has been 
unable to clear the hurdle of the bosses? 


Lopez: I don't agree. I think that the phenomenon of a leadership taking 
shape occurs in every group, regardless of how democratic it is. This is a 
' sociological phenomenon. In order to function properly, every group needs 
people who are practically professional, who can assume leadership posts and 
who can spend their lives in the group. And it takes many years for this to 
happen. 


SOMOS: We do not see this sociological phenomenon in England or the United 
States, where the ongoing turnover of leaders assures the continuity of the 
democratic system, do we ? 


Pascual: In recent years Ricardo Balbin was the only reelected officer in the 
Radical Civic Union (oR). At the most recent internal elections new leaders, 
such as Eduardo Angeloz in Cordoba and Juan Carlos Pugliese in Buenos Aires, 
emerged. Nevertheless, the problem of bossism in . rgentina is a real one. 
These are the men who over time have shown that they have the most support on 
their side of the political spectrum. I will not make a value judgment as to 
whether the bosses are necessary or not, but a look at the facts shows us 

that they exist. 


Raffo: I think that it's all because our structure is paternalistic, and 

the proof is that at the moment the State controls 40 percent of the country's 
production machinery. Moreover, a boss is not the same in the city as in 

the country, which is reached by neither the mass media nor social benefits. 

A boss there is a sympathetic ear for many Argentines who have no one to listen 
to them, and this has made bosses irreplaceable. 


Balter: If I have to speak for my party, I will say that in 1971 Eduardo 
Vichi and Amadeo Frugoli, both of whom were 41, vied for the presidency of 
the Democratic Party. If, as the authorities have promised, the Statute of 
the Political Parties is in effect next year, the candidates for our 
presidency will once again be young. 














Bello: As far as I am concerned, leadership turnovers mean nothing in them- 
selves. A turnover is good when what is in place does not work, but if it 
does work, replacing it is bad. 


SOMOS: Many young politicians have complained that they are being stymied in 
their parties by infighting [trenzas],point men [punteros] and cronyism. 
What do you think? 


Pascual: I think this question is for me, and I'm going to answer it. I 
don't think this is the case. People have been saying for a long time now 
that the old politicians control party structures through infighting and 
point men. I think that if party structures were controlled through fraud, 
it would be a bad thing. If control comes through an election, it is not 

a bad thing and revitalizes the party. This was the case of the successive 
internal electoral struggles between Alfonsin and Balbin. 


Balter: I think that what they're saying here applies to the parties that 
do not have a democratic organization, Peronism in particular, in whose last 
election almost all of the candidates were hand-picked. 


Lorefice: Peronism in no way lacks or lacked a democratic structure. I 

have to clarify that Peronism is a mass movement that, when Peron was alive, 
was guided and directed by a leader. Nevertheless, all of the leaders of the 
previous stage emerged from internal elections, under a system peculiar to 
our party. 


Pinedo: Were Lastiri, Lopez Rega and Sanchez Sorondo elected by Peronist 
affiliates? 


Lorefice: Lopez Rega has no party post. Peron appointed him as a minister. 
Lastiri was, in fact, elected by the National Congress of the Peronist Party... 


Balter: I would point out that this was not the case with Peronist internal 
elections in Mendoza. 


SOMOS: From the standpoint of democracy, did Peronism help or harm the 
country? 


Raffo: I think that Peronism accidentally harmed our democracy. It allowed 
completely different ideologies, even right- and left-wing extremisms, to 
coexist within its structure. 


Farizano: Peronism is a phenomenon in Argentine history. One of its very 
important virtues was having nationalized the labor leadership. Until Peron 
appeared, it had been subject to Marxist, socialist or anarchist ideologies 
that immigrants had imported. 


Balter: I would say that Peronism did not help. It did not respond to those 
of us who support and hope for a democratic and republican system of government. 
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Pinedo: In the past Peronism had its share of intolerance, which impeded 
the unfettered workings of democracy. This development, which was prompted 
by Peronism and anti-Peronism, cannot be denied. Now, however, we have to 
think about the future and not dwell too much on the sins of the past, 
because if that's where we remain, we will probably not be able to set up 

a democratic system of coexistence. 


Bello: It harmed democracy because it did not operate within it, because it 
abused power and because it persecuted its opponents. Despite all this, 
however, it is still an organized movement that deep down has important values 
that ought to be assimilated into democratic life. 


Linares: It was damaging to democracy. But if we want to analyze this, we 
have to start with the figure of Peron. Peronism is Peron, not something 
else. That is why we are now looking at a different situation: Replacing 
the group of people who united around Peron so that they can form a party or 
a democratic movement. 


Alonso: The thing about Peronism that might have hurt democracy were a few 
leaders who said they were Peronists but in reality were not. The bottom line 
is positive for democracy. 


Pascual: No one can be democracy's judge, because various sectors of politics 
in our country have harmed democracy a great deal. Peronism hurt formal 
democracy through practices that Radicalism denounced in the past. 


Lopez: The question refers to the past. I think a value judgment on the 

past is a bad idea. Democracy is not just electioneering; it is a philosophy 
of life. If that is how we understand democracy and if we accept that 

respect for individual guarantees and rights is part of democracy and that 
there is no political freedom without economic freedom, I feel that Peronism's 
past performance has run counter to the democratic values of our society. 


Andicoechea: The question seems loaded to me, because you're asking whether 
a system or movement that came to power each time by an overwhelming majority 
is democratic. 


Pinedo: Hitler won an election by an overwhleming majority, and we wouldn't 
say that he was democratic... 


Andicoechea: I want to add something else though. The people who say that 
it harmed democracy have been the first ones, ever since the 1930's, to 
knock on the barracks doors as the only way of getting to power. And that 
worries me. 


Lopez: Those of us who got fewer votes have, in any case, been the opposition 
and we did not get into government. And those of us who were in the 
opposition know that Peronism is undemocratic because it has never respected 
the minority. 
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Raffo: We have to put this business of knocking on barracks doors in context, 
because let's not forget that when the former government was on the way down, 
there were a lot of legislators (who initially were sympathetic to Peronism) 
who didn't move a finger against the military taking power. I personally 
never knocked on a barracks door, but in any case I don't think they would 
have opened for me because I am not an important person... 


Lorefice: Peronism caused a revolution that demanded immediate responses, 

and there are often no models or methods for this. This led to mistakes, 

ill will and attacks from both sides. This was what happened, and certain 
minorities were unable to grasp it, which led them to engage in confrontation. 
Then, cf course, Peronism made its own mistakes in conducting the revolution. 
But I want to make this point: Ours was the first party to suffer subversive 
infiltration (and we were hit the hardest), and it jolted the movement. 


Balter: I want to clarify something. If my memory serves me well, EL 
DESCAMISADO printed a letter in which Peron encouraged the Montoneros and 
applauded the assassination of Aramburu. So we would have to begin detailing... 


Lorefice: But was the letter authentic? 
Balter: He never disclaimed it... 
Lorefice: He never acknowledged it either... 


Balter: Well, when something like this happens, a clarification is in order. 
I couldn't allow myself to be associated with a letter like that without 
coming out and clarifying where things stood. 


SOMOS: What mistakes, for example, did Peronism make? 


Lorefice: Mistakes involving an inability to get along with the opposition 
and not developing a dialogue among political forces. 


SOMOS: It is generally accepted in Argentina that political parties can be 
put in three ideological categories: center, right and left. There are 1] 
parties represented here, however. Do you think that in the future the 
parties will organize more on the basis of ideological affinities than 
different labels? 


Raffo: That's a matter of sitting down and talking things over, but I do 

not think we will see this while we are young. Within a few years, if some- 
thing major happens, a Liberal might extend his hand to a Peronist, or vice 
versa, if the Peronist discovers, for example, that he was following a banner 
or a boss rather than an idea. In order for the parties to align, there have 
to be serious unifying ideas, and one of them could be the subsidiary role 
of the State. 
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Pascual: This is difficult, and let's try not to get off the track. Although 
defining the major political movements is important, the main thing is to 
establish constitutional continuity. Furthermore, we have to be clear on 
this: If Argentina fails to achieve a series of presidential terms that 

put every pressure group and segment of society in its place, the major 
opinion trends are never going to exist. 


Farizano: [It seems here that everyone is sidestepping the basic issue, the 
all-embracing crisis that the country is experiencing and that has a lot to 
do with democracy and the attitudes of political parties. I then ask myself: 
What solutions would a legitimate election tomorrow or the day after tomorrow 
provide for the country's specific problems? Moreover, in recent years 
society seems to have sidestepped the political parties in channeling its 
protests. There is a man from Mendoza here who knows what happened in the 
Uco Valley and with fruit-growers in Cuyo. 


Balter: We've strayed from the topic or confused the questions. Farizano's 
remarks seem to show that the political parties are not echoing the people's 
economic demands. I do not share that opinion. All of the political parties 
in Mendoza made themselves heard in defense of the Uco growers. The thing is 
that we have to analyze the strongarm methods of the growers, such as taking 
their tractors out on the roads, from another angle. Is this the kind of 
protest the parties should engage in? 


Pinedo: Since our topic is still political overhaul, I would like to again 
raise an issue that was discussed here: national unity. I think that we all 
agree on this point. But unity must mean coexistence, because it is legitimate 
for some people to have ideas that run courter to mine to achieve certain 

ends, but always on the basis of coexistence. Once we have established this 
groundwork and once people respect the opinions of others without saying that 
those who think differently work for the Trilateral Commission or are 

traitors, we will move towards a stable democracy, which is based on a 
pluralism of ideas. 


SOMOS: It seems that women are going to be absent from this pluralism. We 
say this because your parties did not designate any women in response to our 
invitations. What's the matter? 


Lopez: There are few women in my party. There are women in the centers (which 
would be the Radical Party's committees), but they do not hold high-level 
posts. There are generally few women among our youth. 


Alonso: By working at home, women allow men to engage in politics. Even if 
they wanted to get involved, they don't have the time. 


Raffo: To the extent that women have a place in party structures, they will 
arrange their time, because politics is a vocation that goes beyond taking 
care of the kids and the house or getting dinner ready. Proof of this is that 
there were 40 women among the 246 deputies in the last Congress. 
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SOMOS: The president also made an appeal for participation. What is the 
response of our young political leaders? 


Pinedo: That we cannot participate except through political parties. It's 

a little bit ridiculous for the president to say that young people have to 
get involved in politics, must not be indifferent and must take a stand, when 
you cannot get involved because that same president forbids it. 


Lorefice: There can be no involvement without first removing the obstacles. 
You cannot talk about involvement and keep the parties on ice. 


Balter: I think that this Process has to straighten itself out. If a dialogue 
is called later, I am sure that all political forces would participate. 


SOMOS: How must the Process straighten itself out? 


Balter: By acknowledging things. For example, that politicians are not 
thinking about elections tomorrow. 


SOMOS: The multiparty group has called for them. 
Balter: It called for them in 1984, and that's 3 years away. 


SOMOS: If participation is opened up, will there be changes in the approaches 
of our young leaders? 


Lorefice: There will inevitably be. We Peronists are obliged to change. We 
are children of an internal process whereby Peronism was based on a leader. 
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COUNTRY SECTION ARGENTINA 


DISAGREEMENT WITH GOVERNMENT'S ACTIONS UNIFIES LABOR 
Buenos Aires LA PRENSA in Spanish 14 Oct 81 p 13 


{Article by "Observer": Discontent and Concern in the Pro-Dialogue Sector. 
The Political Details] 


[Text] Once the immediate guidelines were established for government relations 
with the pro-dialogue faction of the labor movement, via the announcement of 
wage boosts and other measures, the reactions of the entire labor movement 
followed a parallel course. They all regarded the boosts as inadequate and 
already offset by the increases in utility rates and the prices of fuels and 
staple foodstuffs. 


The Intersector Commission, as represented by Alberto Jorge Triaca's report, 
was quite eloquent: "Either the government's team alters its philosophy with 
respect to its treatment of labor or we will consider that the conditions 
for sustaining the dialogue no longer exist." Triaca is one of the authors 
of the "dialogue thesis" back in the days of the National Labor Commission, 
and in that undertaking he had a number of violent confrontations with the 
labor movement's Peronist vertical-rule line, to the extreme that he lost his 
status as one of the three leaders of the movement, thus giving rise to 

a new facet of the confusing labyrinth in which this political group now 
finds itself. Triaca appeared very nervous and worried when the minister 
said: "That is all that the government can give." It so happens that the 
job situation is rapidly worsening, as layoffs, early vacations and business 
closures keep coming one after the other. 


A Very Special Time-Out 


The meeting of the labor leaders of the Intersector Commission was of no 
major consequence because no promises or satisfactory explanations were 
offered. To many, it was as if it had never been held. In contrast, it did 
have an impact on the status of the sectors, and one of the major trade unions 
of the sector, the Insurance Union, even withdrew, deciding "to remain outside 
any faction but still part of all the efforts exerted towards unity." 


The Insurance Union's stand might be emulated by other trade unions, as we 
have already advised in these pages, and it would all have to do with the 
negative outcome of the Intersector Commission's efforts with the authorities, 





together with the fact that what the leaders of the Intersector Commission 
have done so far in terms of labor unity is regarded as inoperative. 


All of this will not mean "more grist for the CGT's [General Labor Confederation] 
mill," but rather the possibility that there will be more trade unions watching 
"the performance from the audience, since being on stage is not worth it," 

as several of the labor leaders with whom we spoke put it. 


We should point out that such a situation is not alien to the CGT, some of 
whose trade unions have taken practically the same approach, disagreeing 
totally with what has been done so far. This is the case with the workers in 
the tobacco and other trade unions, whose leaders have not shown up for CGT 
meetings for some time now. 


Political Colors 


With another anniversary of 17 October upcoming, the CGT plans to take an 
active part in commemorating the date, thus taking a clearly partisan stand. 
In other words, the entire group will repeat the vertical-rule slogans from 
the era of the 25 Trade Unions and the so-called Peronist Labor Movement. 
But there is this additional detail. The CGT has not forgotten its lesson 
and is keeping its index finger pointed straight at the mistakes (in its 
opinion) that the official leadership is constantly making in the labor 
sector, with an eye towards the very remote possibility of a normalization 
of the intervened entities. 


It bears noting here that the "critiques of the waiting period" contain very 
harsh warnings, such as with regard to the differing treatment accorded 
workers and business in dealing with the problems of weak sales, overstocking, 
layoffs and loss of jobs. This is an issue on which the CGT and the Inter- 
sector Commission agree (as has happened so often), and one of the comments 
(right after the meeting with Porcile) was quite graphic: "There are rollovers, 
there are bonds, there are agreements and rebates, but we don't even have 

15 days to catch our breath and take advantage of a boost, not even a tiny 
one, as was recently ordered. The bills arrive first." 


Acts and Contacts 


So then, both political and inter-union stands will be taken over the next 

few days, though for the time being no thought has been given to other fields. 
On Friday at 1700 hours at the Argentine Boxing Federation, Castro Barros 75, 

a ceremony commemorating 17 October 1945 will be held, according to sources 
close to the union. Once again according to these sources, it has been 
organized by the National Board of the 62 Organizations, the Board of Directors 
of the CGT (which has just overhauled the 62's board at a clearly political 
meeting) and the Peronist Party. There will be only two speakers: Saul 
Ubaldini, from the CGT, and Deolindo Bittel, representing Peronism. 


Something that has become quite common lately in CGT press releases happened 
in connection with the announcement of the ceremony and the overhaul of the 
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board. It was reported in mid-afternoon that a statement was ready to be 
released to the media; a phrase here and there of the statement was even 
leaked. After a lengthy wait, it was reported that "the statement required 
a few last-minute corrections and would not be released until tomorrow" 
(today). 


Meanwhile, aside from the hardening of the Intersector Commission's position 
vis-a-vis the government, it was learned that unity talks have once again 
resumed between the sector of the CNT and the CGT and that both the metallurgical 
and light and power unions are intensifying their efforts to achieve, first, 

reali unity among «ll of the factions in these trade unions and, then, CNT-CGT 
unity. And what about the 20? many will ask. But that is another chapter in 
this same story. 
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COUNTRY SECTION ARGENTINA 


IMPACT OF BALBIN'S ABSENCE FELT IN RECENT EVENTS 
Buenos Aires SOMOS in Spanish 16 Oct 81 p 12 


[Text] Political Key 


Two news items marked the beginning of poet-Balbin Argentina: the reestablishment 


of the 62 Organizations and the first Radical altercation. 


The announcement jolted political circles: The 62 Organizations were coming 
back. As we will remember, prior to 1976, the Peronist labor movement was 
made up of two structures. One, the CGT [General Labor Confederation], had 
a specifically union aim. The other, the 62, was the movement's labor union 
arm. Peronism has always had a corporative organization. It is not a party; 
it is a movement, whose branches are the Peronist Party, the 62, the women's 
branch, the (semi-defunct) CGE [General Economic Confederation], the JP 
[Peronist Youth]...In 1976, however, the military government banned the 62. 
Ever since the ultimate aim of the National Reorganization Process has been 
to found a democratic republic, the understanding has been that it would 
operate with parties, not bodies or movements that would include a party as 
one of their subordinate branches. 


Peronism's decision at this precise moment to revive the 62 carries great 
Significance. It means, for the time being, that it is shifting to a more 
active opposition. The people who made the decision to disinter the 62 were 
the representatives of the CGT (the union hardliners vis-a-vis the soft- 
liners of the CNT [National Labor Commission] and the Intersector group) and 
factions linked to Lorenzo Miguel. At the same time, they announced the 
public celebration of 17 October, something that has not happened in recent 
years. This poses a challenge, a challenge to the government's ban on the 
62, which is still in effect, a challenge to official policy. Ina deeper 
sense, however, it is a challenge to the republican blueprints and, if we 
look closely, to the Radical affiliates of the Multiparty group. 


The fact is that the UCR [Radical Civic Union] could get along with another 
"party" like it. The rapprochement between Peronism and the UCR in the 
Multiparty group was the outcome of contacts between two specific men: Bittel 
and Balbin. Two party men. Two politicians. That is what the Multiparty 
group is: a multiparty group, in other words, an association of similar 
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structures, parties, to hasten the process of setting up a republic. But to 
the extent that Peronism energetically takes on its former character as a 
movement, in light of the revival of the 62, it injects a new element. Is 

this type of structure compatible with a traditional democracy? Could we 
function as a democracy if one of the competitors incorporated the labor 
movement? In any case, such a competitor could not have a democratic internal 
structure, because since it consists of mutually incompatible pieces 

(the party, the 62, youth...), it would once again have to resort to arbitration 
at the top, to the vertical rule of a new monarch. It would be inevitable. 

The revival of the 62 is clearly an initial step towards the reestablishment of 
the same old Peronism. Only Isabel and Lopez Rega are missing. 


The First Radical Quarrel 


Balbin's absence is, in a way, palpable. There can be no doubt that the 
Radical boss moderated Peronism's push for exclusivity and induced it to 
draw closer to the rest of Argentina's parties. Now that Balbin is dead, the 
62 are reemerging amid a return by Peronism to what it always was: corporate 
structure, vertical rule and a populist impulse that is not in keeping with 
the ideals of the republic. 


Balbin's absence can also be felt within Radicalism itself. We have witnessed 
here the first public quarrel among its leaders. Lieutenant General Galtieri 
had lunch a few days ago with a few Radical leaders: Messrs Pugliese, De la 
Rua, Trilla and Facundo Suarez. In one way or another, these names reflect a 
trend towards moderation and dialogue in the UCR. The obvious aim here was 

to open up the party to kindred groups and perhaps eventually to turn it into 
the natural vehicle for all that is republican, not populist, in Argentina. But 
when the luncheon was made public, other Radicals protested. Heading up the 
list, Luis Leon asserted that democracy cannot dance the minuet with 
despotism, arguing that Galtieri ceased to be a dialogue partner for the 

party when he asserted that he was holding back the ballot boxes. Taking an 
equidistant stand, Antonio Troccoli clarified, nevertheless, that the four 

UCR men conversed with the commander in chief of the army on their own, not as 
party representatives. He hence absolved and limited them at the same time. 
Thus did the three Radical factions make their stands known, ready to pursue 
the inevitable struggle of succession: a moderate wing, a left wing and the 
center, which wants to carry on just like under Balbin. 
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COUNTRY SECTION BRAZIL 


GDP FORECAST FOR 1981: FROM MIRACLE TO NIGHTMARE 
Sao Paulo VEJA in Portuguese 21 Oct 81 pp 116-117 


[Text] The thing that was most feared by businessmen and workers and thoroughly 
denied by the government has finally happened: the lights illuminating the Brazilian 
economy are beginning tc go out. Last week, for the first time since 1976, when the 
IBGE [Brazilian Institute of Geography and Statistics] began publishing its statis- 
tics on the performance of Brazilian industry, Brazilian industrial production showed 
a negative annual growth rate. For the 12 months ending in August, accumulated pro- 
duction fell by 1.1 percent, while through July it had still shown a small increase 
of 0.41 percent. From January to August, industry's plunge in comparison with the 
same period last year was even deeper: 5.9 percent. And in August alone, compared 
to August 1980, production toppled by 12.47 percent--a slump never before seen in 
the economy and one that is reflected in a sharp drop in sales, increased unemploy- 
ment, and greater difficulties for the fragile financial organization of most na- 
tional firms. 


With just under 3 months left in the year, the consensus is growing among both sup- 
porters and critics of the government's economic-financial strategy that the index 
measuring the gross domestic product--the chief thermometer of the country's eco- 
nomic activity--will probably not come up with a performance at least great enough 
to offset the natural rate of population growth. According to the latest estimates 
by Brazil's most respected statistics labs, the most probable result by December will 
be a negative GDP--an inglorious achievement and one unheard of since the end of 
World War II. Negative growth rates have occurred only in economic sectors, never 
in the economy as a whole. Over the past 20 years, for example, industry showed a 
drop of 4.7 percent in 1965, while agriculture declined by 14.6 percent in 1966 and 
by 1.7 percent in 1978. 


“Crazy” 


"He was crazy when he said last month that the economy was going to grow by between 
3 and 4 percent this year." So thundered Olavo Setubal, former mayor of Sao Paulo 
and chairman of the Itau Bank, with reference to the forecasts by Delfim Netto, 
minister-chief of the Planning Secretariat of the Presidency. According to Setubal, 
Ttau Bank's Economic Department has been working for over a month with an esti- 
mate showing that this year's GDP would be somewhere between zero and minus 2 per- 
cent. And Paulo Francini, deputy chairman of the Sao Paulo Federation of Industries 
(FIESP) and owner of Radio Frigor, fulminates: "The fact that the IBGE's industrial 
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indicator has entered the red makes it clear that something in the government's 
strategy has miscarried." And he adds: "This confirms our thesis: when everyone 
was talking about a 5-percent rise in the GDP, we were warning that that forecast 
was hot real." 


The fact is that the performance of the GDP is no longer being viewed with optimism 
even within the government, and more than a few people longingly recall the marvel- 
ous period from 197] to 1973, when the economy grew at meteoric rates averaging 13 
percent per year. Akihiro Ikeda, economic adviser to Delfim Netto, has now begun 

to concede that the figure will be between 2 and 3 percent. He explains: "Since the 
initial estimate, which was on the order of 5 percent, we have witnessed the rise 

in foreign interest rates to the 20-percent range, the drop in farm prices, the 
drought in the Northeast, and harvests of rice, beans, corn, and wheat that were 
below the forecasts." Those factors, he says, prompt a revision. 


But for the time being at least, Ikeda does not accept projections saying that this 
year's GDP will be zero in the best of cases. Agreeing with him is Prof Antonio 
Carlos Lemgruber of the Getulio Vargas Foundation [FGV], who places the growth in 

the GDP at between zero and 1 percent. But even so, the lowest positive rate ever 
recorded in this country was 1.5 percent in 1963, when the economy, prostrate and 
disorganized, was entering a serious recession. Worried about specific problems 

such as the payment of government employees and compliance with the scheduling of 
public works, Affonso Celso Pastore, secretary of finance in Sao Paulo, is watching 
economic developments from a privileged observation post: the control room for the 
country's mightiest state budget. He estimates that because of the economic slow- 
,down, collections of the tax on movement of merchandise will be down by about 10 bil- 
“ lion cruzeiros by the end of the year. Pastore predicts: "This year the Brazilian 
economy will show a negative GDP. Something between 1 and 3 percent." Last year 

the GDP grew by no less than 8 percent. Julian Chacel, director of the FGV's Brazil- 
ian Economic Institute, pounds his gavel and says: "The GDP will be negative in 1981." 


Question of Arithmetic 


Antonio Carlos Borges, director-superintendent of the Sao Paulo Federation of Com- 
merce, is skeptical. He feels that the government is creating an “expectation of 
optimism" when it reiterates that despite everything, the GDP is going to increase 
by the end of the year. He says: "It can't happen. It is impossible to reverse the 
downward trend in the economy at this point." According to him, it is all a ques- 
tion of arithmetic. In calculating the GDP according to the national accounts, 

farm production carries a weight of 11 percent, industry 36 percent, and services 

53 percent (of which 28 percent represents commerce). By his organization's reckon- 
ing, industrial production will decline by 5 percent, agriculture will rise by 6 per- 
cent or even 8 percent, and services, “taking a very optimistic view," will neither 
rise nor decline. Carlos Borges explains: "So in order for services to make up for 
the decline in industry, commerce would have to rise by 16 percent from October 
through December, and that cannot happen." 


The data from the Federation of Commerce are similar to the forecasts produced by 
the Economics Department of the PUC [Pontifical Catholic University] in Rio de 
janeiro. Meeting last week to discuss the current economic situation, the profes- 
sors from that department arrived at a shattering calculation: the GDP in August 
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was already showing a negative annual rate of nearly 1 percent. Prof Dionisio Dias 
Carneiro of the PUC observes: "During the talk last year about slowing down the 
economy--and that is a euphemism for recession--it was not imagined that the GDP 
would drop. Those in charge of making up the deceleration formula went seriously 
wrong." The worst that can happen as a result of that policy, he adds, concerns the 
damage it does to the long-term adjustments that the country must make to overcome 
foreign-exchange asphyxia. "Immediate unemployment is tragic, but the more impor- 
tant thing is to build a way out of this crisis," he warns. "Those adjustments are 
the investments in energy, agriculture, and exports--especially minerals. All of 
them take a long time to reach full development and cannot be jeopardized by a re- 
cession." Several projects of that type are already facing problems, however, for 
lack of funds. The most significant example is the Tucurui hydroelectric plant be- 
ing built in Para, on which a number of projects for promoting exports depend. 


As if that were not enough, says Carneiro, the policy pursued so far has produced 


meager results. He says: "The economy did not need to fall so far to achieve a drop 
of 10 points in the inflation rate." Carlos Borges adds: "In social terms, that is 
a very high price to pay for such discouraging results." Since little positive ex- 


pectation remains for this year, attention is now being turned to 1982 and the cos- 
metic effects of the election period. A promised reactivation of the economy is 
expected, but if it happens, it will certainly be due more to a natural rebuilding 
of stocks by the firms after scraping the bottom of the barrel at the end of the 
year than to any deliberate decision by the government. 
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COUNTRY SECTION CHILE 


GUERRILLA LEADER SHOT TO DEATH IN NELTUME 
Santiago EL MERCURIO in Spanish 17 Oct 81 pp A~1, A+20 


[Text ] Extremist Miguel Cabrera Fernandez, 30 years old, was shot and killed a few 
hours ago in a cmframtation with Carabineros in the Neltume area in the interior of 
Valdivia. Using the political alias of El Paine, he commanded the group of subver- 
sives who fought security forces in a wooded area in September. Seven terrorists 
died then. 


According to the background obtained by EL MERCURIO, Miguel Cabrera Fernandez used 
the false identities of Juan Carlos Miranda Torres and Tirso Rodriguez Munoz and 
carried forged Identity Card No. 5,248,932-6 of Santiago and No. 5,957,769-7 of San- 
tiago. After confrontations with security forces last mmth, he managed to escape 
the dragnet, fleeing with a Belgian doctor, Pierre Charles Raoul Cardyn Dejen, who 
uses the nicknames Leon and Teo. He used the false identity of Michele Mandon. 


Also Miguel Cabrera Fernandez’ lover, known only by the political alias of Luisa, 
escaped with these two extremists. 


The doctor studied at Catholic University in Chile. It is not known if he and the 
woman Known aS Luisa were with the leader of the guerrilla group when these events 
occurred in the interior of Neltume. Searches led to the capture of five other 
people. 


Fuszitives 


After the encounters with security forces last September when seven subversives-- 
who had secretly reentered the country--died, another eight terrorists who were 
operating in the area managed to escape. The false identity cards that they used 
were found on some of the bodies. 


The whereabouts of these individuals is unknown. Some of those arrested by the Ca- 
rabineros in the past few hours might include the student Jaime Castillo Petruzzi 
who used the false identities of Victor Acuna Viera and Esteban Diego Morales Diaz. 
The remaining six whose real names are not know used the following false identities: 
Juan Antonio Avila Jimenez, Tirso Antoio Rodriguez Munoz or Juan Carlos Miranda 
Torres who was the head of the group, Miguel Cabrera Fernandez, alias El Paine; 
Nelson Arturo Vidal Tromcoso or Jorge Luis Araya Galleguillos or Sebastian Carlos 
Inostroza Astudillo; Fernando Omar Soto Perez or Jorge Antmio Rios Lemus; Jorge 
Alfonso Castro Sepulveda or Jarge Andres Silva Baeza; and finally Jose Luis Chavez 
Cmtreras or Antonio Andrade Padilla. 
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Of all these fugitives, the real identities of only two are know. This includes 
the head of the group who reentered the country fram Argentina through a border pass 
in the so-called "Operation Return." 


Official reports were not given yesterday q@m the camfrontation in which El Paine was 
Killed. However, residents in the area revealed that operations by the Carabineros 
and security forces had intensified in recent days. 


As this issue went to press, Ignacio Astete, assistant natimal director of social 
communications, told EL MERCURIO that DINACOS [National Social Communications Divi- 
sion] would issue an official communique in the next few hours about these events 
in which the guerrilla chief died. 


Official Communique 


Ignacio Astete Alvarez, assistant director of the Natimal Social Communicatims Di- 
vision, issued an official repart yesterday om the events in which the chief of the 
Neltume guerrilla group died. 


"The National Social Communications Division reports the following to the public: 


"1, As is commm knowledge, the security forces have been carrying out different 
actions during the past few mmths to detect and neutralize terrorist activities in 
the interior of Neltume east of the city of Valdivia. 


"2, Because of those actions, a vast plan to train extremists who would work in 
other parts of the country, attacking internal peace and security, was destroyed. 


"3. The security forces have maintained strict control and vigilance in the area 
With the objective of capturing all the subversives involved in the mentioned plan. 


"4, As a result of those actions, a new confrontation occurred at 2300 hours yes- 
terday, Thursday, 15 October, in Chosmuenco against three extremists. Terrorist 
Miguel Cabrera Fernandez, alias Paine, who acted as chief of the group was killed. 


"), The other extremists eluded the security farces and are now fugitives. They 
abandoned their civilian clothes, food and medicatim. 


"6, A 9mm Browning pistol of Belgian manufacture, a quantity of ammnitim, a 
hand grenade and a curved knife were found m Cabrera Fernandez who was wearing mi- 
litary clothing. 


"7, The facts of the event were given to the Fourth Military Court of Valdivia. 
(he terrorist's body was taken to the Panguipulli morgue. 


"8, It should be pointed out that the dead terrorist had a long subversive record. 
He was sentenced by a Council of War in January 1976 to 10 years imprismment which 
was commuted to exile, prohibiting reentry to the country because he was cmsidered 
dangerous. In May 1977, he went to the Netherlands, carrying out that sentence." 
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Trained at Quban Base 


Security sources said yesterday afternom that police forces are patroling a broad 

sector west of Neltume, in the 10th Region, to capture the five terrorists who mane 
aged to escape after the early morning confrmtatim in which the chief of the ex- 

tremist group, Juan Carlos Miranda Torres, also know as Miguel Cabrera Fernandez, 

was killed. 


It was also pointed out that during the shoot-out at about 0400 hours yesterday, 

6 kilameters west of Neltume, the guerrillas used machine guns but apparently had 
little ammunition. After firing a few rounds against the Carabineros, they with- 
drew into the forest and managed to escape, protected by the surrounding darimess. 


According to documents seized in earlier operations in the same area, the dead ex- 
tremist was the leader of a group of approximately 14 people who entered the country 
secretly and trained at Quban bases where they received complete instructio for 
urban and rural combat. 


In the confrmtations between 6 September and 20 September, subversives Raul Otregm, 
Pedro Yanez, Prospero Guzman, Patricio Calfuquir, Jose Mmsalvez, Rene Bravo and 
Julio Riffo died. 


According to the reparts of the security organizations, the operations carried out 
at this time in Neltume are aimed at capturing the dead terrorist's lover, know 
Only as Luisa, the Belgian doctar, Pierre Charles Raoul Cardyn Dejen, and extremists 
Jorge Duran Delgado, Segundo Pezoa Lara and Juan Antmmio Rios Lemus who managed to 
escape after the confrontation today. 


Because of the characteristics of this last confrmtatim and the area where it o- 
curred, the police assume that the subersives were trying to reach a group of 
houses in order to get supplies and obtain information m the situation in the re- 
gion. After the seven members of the extremist group died, the supply lines were 
cut and the others lost all contact with their infamants. 


The extremist group that tried to install a guerrilla base in the interior zme of 
Valdivia failed--in the opinio of security personnel--principally because the 
peasants refused any type of support which makes it impossible to operate in iso- 
lated areas. 
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FINANCE MINISTER, PRIVATE SECTOR AGREE ON BUSINESS RISKS 
Businessmen Must Risk Losses 
Santiago EL MERCURIO in Spanish 16 Oct 81 p A-1 


[Text ] Yesterday the minister of finance, Sergio de Castro, pointed out government 
efforts to increase the investment in human capital, meritioning increased resaurces 
for education, social housing, nutrition, health and child and maternal care. 


Concerning private investment, he said that, in additio to human and physical capi- 
tal, there is a third impatant factor--risk. "For businessmen to enjoy profits 
and deserve them, they must also be willing to absorb losses when these occur." 


Ihe minister said this during a speech given for the inauguration of the Santiago 
plant of the United Breweries Campany in Quilicura. 


Eliminate Extreme Poverty 


He began his speech indicating that "the ecoomic growth of countries is extraor- 
dinarily important because it represents the appropriate way to eliminate extreme 
poverty. This growth depends in turn o the investment level in human ar physical 
capital." 


He added that the investment in human capital is moe impartant. "Fa@ this reasm, 
the present government has made great efforts to increase real resources invested 
in the educational process." 


Educational Expenditures 


The minister said that real educational expenditures have increased almost 60 per- 
cent between 1970 and 1980, pointing out that subsidies to free educatim have also 
increased. 


He stated that the transfer of the schools to the municipalities will have a very 
important impact mm the quality of education. In general, the resources allocated 
to this sector are directed at basic education which, he emphasized, is the most 
necessary for the people. 
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Social Programs 


The minister stated that in addition to these investments in educatim, the govern- 
ment has created programs far social housing, nutritim, health and child and ma- 
ternal care. . 


He added that this effort can be expressed in a figure like the infant mortality 
rate which has decreased from 79.3 per 1,000 in 1970 to 39.1 per 1,000 in 1980. 

This sives Chile me of the lowest mortality rates in Latin America and a lower 

rate than even more developed nations than aurs. 


Global Investment 


He also indicated that the country has advanced at an accelerated and sustained rate 
in the investment of physical capital. "In 1980 a level of investment of about 18 
percent of the gross geographical product was reached, the highest in the history 
of the country." 


He continued: "Comsistent with the principle of subsidiariness, it is important to 
emphasize that, in 1970, 7% percent of national investment was public investment. 
In 1980, more than two-thirds of the total investment has been private investment. 
This process continues to advance and the general level of investment cmtinues to 
increase." 


Business Risk 


He revealed that the “different types of investment could be seen in the new indus- 
trial plant inaugurated yesterday. "We see human capital expressed in the workers, 
technicians and professionals who have made the adoptim of this tecmolagy, me of 
the most advanced in the wa@ld, possible. We can also see physical capital in the 
3 billion pesos that this installation cost." 


He observed: "There is a third factor that is not apparent and frequently is not 
even know; that is risk. I want to emphasize it because I believe that risk is 
inherent to every investment project, every human project." 


He maintained that, in the ecoomic field, "willingness to face risk is what vali- 
gates and justifies profits. Consequently, far a businessman to enjoy protits and 
deserve them, it is necessary that he be willing to absorb losses when they occur." 
Finally, he emphasized that "the principle of subsidiariness is not, as some seem 
to believe, that profits are for the businessmen and losses for the state; the pro- 
fits and the losses are for the businessmen." 

Private Sector Supports Minister 
Santiago EL MERCURIO in Spanish 17 Oct 81 pp C-1, C-6 
[Text ] Leaders and executives of the private secta@’ said they fully agreed with the 


Statements made by the minister of finance, Sergio de Castro, that businessmen can 
enjoy profits but must also be ready to absorb losses when these occur. 
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Ihe minister made this statement last Wednesday, indicating that "the principle of 
subsidiariness iS not, as some seem to believe, that profits are for the businessmen 
and losses for the state; the profits and the losses are for the businessmen." 


To Bugenio Blanco, president of the Santiago Trade Exchange, the minister of fi- 
nance's statements are "very appropriate for the circumstances, especially in a 
Situatio like this when corporations, enterprises that are closely tied to stock 
activity, are expanding." 


He said that any businessman knows that he takes a risk when he starts « ndertak- 
ing. Anyone who does not want to run the risk cannot be a business: : COM= 
mented: "I believe that the minister's wards carroborate the philosophy of being 

a businessman." 


Asked about the risk of the existing protectionism in other markets which makes the 
entrance of Chilean exparts difficult, he recalled that SOFOFA [Industrial Develop- 
ment Association] has stated that it is difficult fa@ private enterprise to compete 
with products that come subsidized by the governments of other countries. 


He suggested that the government shauld adopt measures that permit the industries 


a 


to compete with foreign enterprises on equal terms. 
National Chamber of Commerce 


Luis Correa Prieto, president of the Natioal Chamber of Commerce, indicated: "The 
minister's statements are cmsistent with his past position. He knows how to speak 
clearly and directly which is a requirement for a person in government because it 
lets the country know what to follow." 


He maintained that "it is logical that if a businessman has profits, he must also 
face losses when they occur. However, we say that the state takes too high a per- 
centage of the profits." 


As to risk as an inherent factor in ecmomic activity, he revealed: "The business- 
man must naturally face this. When a tusinessman suffers a serious loss, he loses 
everything, even the name." 


Rolf Luders 


Economist Rolf Luders said: "I cannot agree more with the minister. What he said 
is part of the philosophy of the system." 


Asked about whether the minister of finance's statements were a response to some 
sectors, he said: "They possibly correspmd to certain pressures fran same sectars 
that are losing special treatment." 

SNA 


In the opinion of German Riesco, president of the SNA [National Agricultural So- 
ciety], "more than a warning, I believe that the minister's statements are already 
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Known by all the businessmen in the sense that there is a risk and that risk is 
precisely what legitimizes profits." 


"I believe that, at this stage of the game, there is no businessman in Chile who 
can say that he is not aware that he runs a risk and that if perhaps his investment 
does not have results, he will suffer the consequences." 


Pusinessman 


Juan Elgueta, general manager of BHC [Mortgage Bank of Chile] Internatimal, felt 
that businessmen in every activity must be well aware of the risk. 


He observed: "In Chile, for variaqus historical reasms, we were not accustomed to 
this risk factor because many times it was the state who solved the problems. I 
believe that the rules of the game are very clear now and the businessmen must be 
well aware of the risk that they run in all their transactions." 
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COUNTRY SECTION CHILE 


COPPER PRICES DOWN BUT NEW REFINING TECHNOLOGY PROMISING 
Copper Production Remains Same 
Santiago EL MERCURIO in Spanish 17 Gt 81 p C5 


[Text ] Copper production in the period January-August 1981 was exactly the same as 
during the same period last year--700,400 tons of refined copper--according to the 
Chilean Copper Commission yesterday. 


In an analysis of the sector, it pointed out that the average price during the per- 
iod January-September 1981 was $0.8022 per pound, $0.2210 less than during the same 
period last year. 


It pointed out that the price of copper remained at the low levels observed in June 
and July. 


According to estimates, for each centavo that copper goes down in its annual aver- 
age, the country loses approximately $22 millim during that year. 


The report said that, although at a low level, the price became stronger in the 
first 3 weeks, especially between 14 September and 21 September. It explained that 
the reasons included optimistic expectations for ecmomic recovery in the developed 
countries and a possible reductiam of U.S. interest rates, the increased price of 
gold and other precious metals, the worsening political tensims in Poland, the cm- 
flict between Angola and South Africa and, to some degree, the bullish repercussims 
of labor conflicts in Peruvian and Canadian mines. 


It indicated that the political tension in Poland decreased in the last week of the 
month and, more especially, pessimism as to the future evolution of the U.S. eco- 
nomy increased. 


The repart said that the impression that the U.S. recessim would persist began to 
predominate and it would be hard far the expected reduction of interest rates to 
take effect. It concluded that this lowered copper prices. 


Economic experts have indicated that the international econamic recessim would 
Only begin to improve in the secamd half of 1982. 
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Product ion 

‘he canmissim said that Chilean productim of marketable copper in the period Jan- 
uary to August totaled about 700,400 metric tms of refined copper, exactly the to- 
tal in the same period in 1980. 


It added that large copper mining produced about 58,800 metric tons, 0.7 percent 
s than last year. Medium a~id amall mining totaled 114,600 metric tms, @ in- 
rease Of 3.6 percent. 


The commission stated that the decrease by CODELCO [Copper Carparation] occurred 
basically in Chiquicamata where it went dow about 19,400 metric tms. This was 
almost totally compa@msated for by higher productim at the El Teniente division 
which increased 16,400 metric tms. 


Thre El Salvador division increased 700 metric toms and Andina decreased 1,700 toms. 
New Tecmolay Used 
Santiago EL MERCURIO in Spanish 17 &t 81 p Be2 


[Text] With a producti potential of oly 110 tms of refined copper per momth, the 
La Flarida Electrolytic Refinery is @ industrial project with enormous ecmamic 
advantages over the traditional systems of refining scrap which are profitable at 
production of over 5,000 tons per month. 


Conceived of as an industrial unit, the project also represents the possibility of 
continuing research on the application of the new technolagy to other areas of 
copper refining, according to its general manager, Luis Narvaez. 


It cost almost $2.5 milliom in cmstructim to materialize a research process of 
“ore than 5 years developed by a team of specialists led by Professor Rafael Gana, 
chemical engineer and director of the Chemical Sciences Institute of Catholic 
University. 


New Technology 


With a production capacity of 110 tons of refined copper per mmth, the refinery 
presents several advantages campared to the traditional systems of treatment of 
scrap by eliminating several phases of the productim process. 


Compared to conventimal systems, the new methodolagy requires less copper per ton 
produced. Normally in plants of this type, between 18 and 22 percent of anodic 
scrap is generated in the process of refining copper with respect to the initial 
weight of anodes submitted to the purification process. This is avoided by this 
technological mechanisn. 


Also the elimination of the intermediate pyrometallurgical phases (foundry-ovens) 
avoids high fuel consumption and, consequently, the environmental pollutio caused. 
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s ime, Narvaez indicated that the traditional processes require between 11 

an 4 days while e new system requires mly 7 days. 
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search, the plant was Wilt with private capital after tuying the patent far the 
rocess from Catholic University 
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arvaez jicated In spite of already being an important advance far the camtry, 


He explained: "It is a matter of continuing studies to learn the feasibility of 
refining primary copper (RAF-bDlister, matte and even camcentrate) and deriving 
large-scale processes to tuild refineries where necessary." 


to continue the research initiated by the tecmical team headed by 
in arder to develop this tecmolagy. 


we are aware of the scope and level of investment necessary. Ne- 
vertheless, if we as @ enterprise attract the interest of state @ private institu- 
ions to investigate primary copper refining based on this tecmology, w are co@- 
vinced that we would make an impartant comtributio to the country." 


He maintained that the team of researchers headed by Gana which includes engineers 
Manfredo Figueroa and Alejandro Parodi has top-level quality and professimalisn. 
They have investigated and developed several other tecmological processes. 

He explained: "If the advantages at the industrial level ae verified in this re- 
finery, Chile could easily refine a high percentage of the copper that is produced 
in the cauntry. This would mean mare jobs and activity for the national industry." 
At present, only 45 percent of the ore that is extracted is refined domestically. 


Narvaez mentioned that these projects have been tested in pilot plants at Catholic 
University; it remains to verify their behavior at the industrial level. 


Large Copper Mining 

Narvaez continued: "As ower of the licenses, we have offered in principle the 
possibility of testing the advantages of these new processes, even under the super- 
vision of their own technicians, to CODELCO and Disputada de las Condes enterprise." 
He stated: "We hope to have a good reception from large copper mining." 

Owners 

The La Flavrida Electrolytic Refinery is a limited caporation. It belmgs to btusi- 
nesasmen Luis Narvaez and Javier Larrain Qrrego who also own Eximin Ltd., an enter- 


prise that markets copper scrap. 


About 20 people work in the enterprise. According to the general manager, they 
are in the process of planning the development of the industry. 
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COUNTRY SECTION COSTA RICA 





ECONOMY VICE MINISTER: COMMON MARKET IN JEOPARDY 
San Jose LA NACION in Spanish 3 Oct 81 p 4A 


[Text] The Central American Common Market is going through the worst period in 
its history, the vice minister of economy, Manuel Guevara Fallas, said yesterday. 


He attributed this situation to the serious balance of payments problems facing 
the nations of the region and the political differences that keep the nations 


apart. 


The cabinet official, who has a degree in economics, admitted that there have 
never been so many problems threatening the survival of the market at one time. 


This concern is the reason why there will be another meeting of ministers of 
economy and the Central American Monetary Council during the next two weeks-- 
probably in San Jose. Mr Guevara replaces Jorge Cespedes, who resigned from the 
position on 30 September for personal reasons, it was learned. 


Problems 


Mr Guevara said that Costa Rica has substantially improved its balance of trade 
with the other Central American nations. 


He added that despite this he is not entirely satisfied because the improvement 
in the trade balance has not accomplished through an increase in exports but, 
on the contrary, through a decline in imports. 


He said he had no doubt that industry and other local exporters were making 
a strong effort to increase our sales throughout the Central American region. 


According to the official, Costa Rica is concerned over the fact that the 
Salvadorans have closed their borders to Costa Rican products. 


However, he said, the true magnitude of this problem is not known; although 
once the Costa Ricans can communicate officially with the authorities of that 
country, its dimensions will become evident. 


He added that various events have occurred in the region during the past few 
months that have impeded the normalization of trade. 
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He recalled that Nicaragua set up a series of restrictions on imports beginning 
1 October, while Panama adopted a licensing system for the purchase of products 
from the region. 


Meanwhile, Guatemala and Honduras have charged that changes in the value of 
Costa Rica's currency have caused great harm to the importers of those nations. 


At the same time Costa Rica is facing problems with El Salvador and Nicaragua 
over difficulties these countries have encountered in paying for imports from this 
country. 


Nevertheless, Guevara pointed out, some countries of the region are requesting more 
information on measures adopted in this country recently. 


The new vice minister was born in Puntarenas on 9 October 1930; he is married and 
is the father of five children. He was formerly with the Central American 
Institute of Public Administration (ICAP). 


From 1964 to 1971 he was a customs policy and administration expert with the 
United Nations Development Program. Shortly thereafter, he went to Equatorial 
Guinea to serve as an advisor of that African nation. 


He has also participated in over 50 international conferences related to the 
development of Central American economic integration. 
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COUNTRY SECTION EL SALVADOR 


SALVADORAN LABOR UNION LEADER CONDEMNS U.S. 
Havana TRABAJADORES in Spanish 18 Sep 81 p 6 


[Interview with Jorge Mendoza, leader of the Unified Labor Federation of El 
Salvador, [FUSS] in the column "World Trade Union Congress, February 1982 Cuba: 
News Flashes From the Trade Union World," date and place of interview not given] 


[Question] Today the question of solidarity with El Salvador affects all the 
trade union organizations of the hemisphere and the rest of the world. What in 
your opinion would be the most effective aid the workers of the world could lead 
to your struggle? ; 


[Answer] The Revolutionary Democratic Front, in which we workers participate as 

a matter of course, has issued the following appeal: send out a call for solidarity 
and the reinforcement of that solidarity with the object of obtaining the greatest 
amount of political support possible and isolate even more the criminal Christian 
Democratic military junta in El Salvador. In addition, help isolate the U.S. 

policy line, that is, tie the hands of U.S. imperialism, so that it will ponder 

its actions, especially those aimed at a military invasion of El Salvador, as 

they did in the Dominican Republic. 


The best way they can help us is to continue condemning U.S. intervention in 
El Salvador by demanding the ouser of U.S. advisors, the green berets and the 
mercenaries sent by the United States and by demanding a halt in military aid, 
including armaments and economic aid, the only thing that is sustaining the 
regime. 


At the same time, continue demanding respect for the self-determination of the 
people of El Salvador and all those peoples who, like ourselves, are fighting 
for their freedom. And I mean specifically, Guatemala, Chile, Uruguay, Bolivia, 
Haiti, and many more. 


Another way to help us is to conduct a continuing campaign charging violations 

of human rights in El Salvador, a campaign that will give us the greatest degree 

of security possible by preserving the lives of all the labor and political leaders 
who are in prison. And finally, try to wage a financial campaign to help our 

cause monetarily. You know that our offices have been destroyed, along with the 
offices of all the political organizations, that there is persecution, there are 
arrests, and the murder of our leaders. All this requires organization within 

the framework of repression imposed by the fascists in El Salvador--and for this 

we need a great deal of support. 
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[Question] As you know, the Tenth World Trade Union Congress will be held in 
Havana, 90 miles from the most imperialist nation in the world. What importance 
does this fact have for your struggle? 


[Answer] In the first place, the most important thing may not be the war the 
forces of progress, the democratic and revolutionary forces, are waging in El 
Salvador. Of importance is the significance of the congress for the people of 
Latin America, who, like our own, live with the oppression and misery imposed by 
the traditional pro-imperialist obligarchic patterns. 


The most important thing is that all of Latin America try to free itself 
right now from that oppression and misery. 


We believe this is very basic for us specifically because the time is at hand 
when the best representatives of class unionism will be meeting and when we will 
have the opportunity of discussing amply the problems of El Salvador and those 
of the rest of the nations of Latin America. 


At the same time it is evident that the arrival of delegates from all over the 
world in a Caribbean country that is very close to the customs, very close to the 
Latin American family, also constitutes a powerful instrument for learning the 
true situation of the countries of Latin America. And this is very important. 


Naturally, the resolutions that emanate from this congress must focus on the 
necessity of insisting on disarmament, on continuing the struggle for peace, and 
on detente. 


We think it will have a great impact on our future. Without seeming too optimistic, 
we could ask ourselves if we might not be attending the congress umler other 
conditions. 
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COUNTRY SECTION EL SALVADOR 


POP OPPOSES PDC'S COMMUNITARIAN IDEOLOGY 
San Salvador EL MUNDO in Spanish 30 Sep 81 p 2 


[Text] "The POP [Popular Orientation Party], in view of its democratic and 
nationalist principles, is opposed to the ideology of the Christian Democrats, 
who seek to impose a corporate and communitarian form of government upon the 
Salvadoran people, Gen Jose Alberto Medrano said yesterday at a press conference 
for local and foreign reporters. 


He said that the political concepts of the Popular Orientation Party (POP), of 
which he is the secretary general, are based on the dignity of man as well as 

on the recognition of man's right to demand the necessary opportunities of society 
to schieve his most important goals. We believe," he said, "that the state, the 
judiciary, the economy, and in general all the objective manifestations of human 
culture should be at the service of the individual. As aconsequence of these 
principles," he added, "our political position rests on three fundamental doctrinal 
pillars that are based on personal freedom: representative democracy, private 
property functioning in the social and economic spheres, and social justice in 
relation to the total development of society." 


Saying that "the POP is convinced that the political, economic, and social problems 
thac Salvadorans face can only be resolved by the establishment of the rule law,” 
he remarked that the POP will participate in the election of a constitutional 
assembly "so that it may, with the representation of all the public sectors, 
rectify what the political constitution advocates in regard to the economy, showing 
respect for the private sector, and also that it may reconsider the decrees that 
resulted in the nationalization of foreign trade and the National Bank, with which 
we differed." 





In answer to questions from reporters, General Medrano said that "in El Salvador 
there is a great deal of violence and the armed forces cannot be blamed because 
these acts are committed by people who belong to groups of delinquents who have 

no real social base.'"' He said the armed forces have not been able to combat them 
because they are involved in countering subversion and also "because the preeeat 
government has been rather hesitant in doing something.” He stated that the extreme 
left exists "because there were abusive governments in the past, but we hope they 
will lay down their arms and participate in the election campaign." 


He was categorical in saying that the extreme left is trying to establish a 
communist government ‘in this country, but they are a minority of intellectuals 
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who gained strength in recent years and whom the armed forces have forced to 
retreat from the urban and rural guerrilla stage to the terrorist and sabotage 
stage."' 


He charged that communist countries like Russia, Cuba, and others are helping the 
Salvadoran guerrillas. ''They have promoted the rising up in arms of our youth, 

and also declared a prolonged war against us. When these countries interfere in 
our affairs, El Salvador has the right to request heip from the countries of the 
free world. In view of this aggression, we had to take countermeasures; otherwise, 
our armed forces would have succumbed already. 


With regard to seeking aid from the free world the Christian Democrats are right 
even though we think that they as a party are too weak to participate in the 
elections." He added that if the CD does not campaign cleanly, it will suffer 
permanently. 


With regard to Mr Duarte's trip to the United States, he stated that the important 
thing is for the world to be aware of the situation in our country. The conditions 
put forth by the U.S. Senate for a possible increase in aid "are the result of 
misinformation there, because the Senate sees things from far away and has erroneous 
opinions, for which the communist apparatus is to be blamed. When they realize 

that the violence is caused by the communists, the situation will change." 


Finally, he said there is no rightist force that is causing violence. ''The 

left says so in order to create confusion in support of their absurd interests," 

he said. "I can say," he emphasized, "that there is violence on the part of both 
the extreme left and the extreme right, who are responsible for all kinds of 
terrorism; the present administration is also to blame for having brought on 
anarchy by annulling the constitution." Concerning the possibility that the Central 
American guerrillas are organizing for coordinated action, General Medrano said 

that El Salvador has every right to ask for military assistance and even troops 

from the free countries, "not just the United States." 
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COUNTRY SECTION EL SALVADOR 


INDUSTRIALISTS FEAR ADDITIONAL NATIONALIZATIONS 
San Salvador EL MUNDO in Spanish 25 Sep 81 p 2 


The industrialists fear additional nationalizations and other reforms despite 
government assurances, Eduardo Menendez, president of the Salvadoran Industrialists 
Association [ASI] and the National Association of Private Enterprise [ANEP] said 
yesterday. 


The business leadership was asked if their sector is fearful of certain laws 
favored by the Christian Democrat in the administration and specifically those 
providing for additional nationalizations. Mr Menendez replied rather drily, 
"That's it, sir. You've said it." At the same time he denied that the private 
sector had held talks with members of the Junta on what cooperation the government 
could offer to solve the crisis the country is passing through. The spokesman 
stated that the Junta promised to study the recommendations of the symposium held 
by the private sector and discuss them, but "we believe that they haven't even 
seen them" he said. 


Another problem brought to light by the ASI leadership is "poor government policy 
in the banking area since in order to grant lmns they demand a great amount of 
collateral and besides this there are the burdensome regulations that, instead of 
giving incentives to industry, discourage it." ''The problem of foreign exchange," 
said Franklin Lopez "has improved a good deal, but that does not mean that our 
situation is good." 


Mr Menendez said that if the economy continues to deteriorate, "it will be the 
fault of the government itself," because they have money now, and the Central 
Reserve Bank has a fund which it does not wish to make available to borrowers. 
Nevertheless it publishes notices about such and such lines of credit. 


The ASI isaders said also that even though there had been no further business 
failures this year, there had been an increase in unemployment due to personnel 
reductions because of a considerable decline in production. El Salvador, for 

all practical purposes, is now trading only with Guatemala in the Central American 
Common Market, and Guatemala is saturated with merchandise. In addition, they 
reported that Salvadoran firms have had problems with the Central American 
Compensation Board, and this has been a factor in the rise in unemployment in 

this country. It was reported that this year 171 companies failed and there are 
100,000 people classified an unemployed, according to studies done by ASI. 


Because of all this, the leaders said, the economic situation must be corrected, 
otherwise, the other problems facing the country will not be solved. 
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COUNTRY SECTION EL SALVADOR 


BRIEFS 


GUERRILLAS FOSTERING ARTIFICAL EMIGRATION--Groups of extremists operating in 
rural areas close to the Honduran border, chiefly in Morazan Department, are 
gathering their families in groups of 50 and transporting them to Honduran 
territory as refugees "fleeing from the Salvadoran Armed Forces," military 
sources reported. The sources said this was a strategem of the extremist 
organizations "to cover up their own clandestine activities, so they could 
later accuse the armed forces before the world of conducting forced evictions 
and label the practice military persecution. It was reported that this activity 
had been most prevalent in El Mozote district and Guacamaya de Arambala, 
Morazan Department, where the guerrillas have been transporting their families 
and other people, mostly peasants whom they deceive, to the Honduran area known 
as Colomoncagua. [Excerpt] [San Salvador EL MUNDO in Spanish 26 Sep 81 p 14] 
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COUNTRY SECTION GUATEMALA 


CAN, PNR PRESIDENTIAL CANDIDATES EXPLAIN PLATFORMS 
CAN's Anzueto Vielman 
Guatemala City PRENSA LIBRE in Spanish 1 Oct 81 p 18 


[Text] Architect Gustavo Anzueto Vielman, candidate of the CAN [National Authen- 
tic Party] called his program for government "The Road to Peaceful Prosperity" in 
a luncheon address to members of the Guatemalan Chamber of Commerce at the Hotel 

Camino Real. 


That program, the presidential candidate said, seeks to achieve an efficient 
economy, increase the rate of capitalization and especially to create confidence 
in the country. 


Improving the economy will be achieved through the establishment of a competitive 
price structure and making the tax system more equitable, as well as simplifying 
it, and achieving freedom in prices and foreign exchange and competitive prices in 
electrical energy. 


The program will motivate labor recovery through universal compensation. In addi- 
tion, government enterprises will be placed in private hands, either by closing 
them or selling them at auction and ending the monopoly. 


The candidate added that he will reduce the bureaucracy and put an end to infla- 
tion by balancing the budget and freeing currency exchange. 


He also promised to turn government services over to the private sector, to provide 
funds for students and to improve the services of the IGSS [Guatemalan Social 
Security Institute]. In addition, he emphasized the need of the municipalities to 
become economically independent. 


To increase the rate of capitalization, Azueto said that during his administration 
he will abolish the income tax, restrictions on foreign capital and the inheritance 
tax, which he will replace with an indirect added value tax. "The property tax 
will also be replaced by a land tax." 


To create confidence, he indicated, it will be a government of laws rather than of 
men, and that for this reason he will abolish laws and regulations which bestow 
arbitrary discretionary authority, which is the source of corruption. In this way 
productive activity will be depoliticized, corruption will be minimized and uncer- 
tainty will be diminished. 
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Finally, he indicated that myths about "scapegoats"--that is, oligarchs, multi- 
nationals, the wealthy, etc.--will be cleared up through a high-level education 
campaign. In other words, psychological war will be waged against myths. Julio 
Matheu, president of the Chamber of Commerce, thanked the candidate for coming, and 
the latter responded to the many questions and doubts expressed at the end of his 
speech. Among other things he indicated that he will announce his cabinet before 
the elections, emphasized his intention to combat crime and reiterated that Gen 
Carlos Arana Osorio will have no part in his government if CAN wins the 1982 elec- 
tions. 


PNR's Maldonado Aguirre 
Guatemala City PRENSA LIBRE in Spanish 13 Oct 81 pp 14, 53 


[Excerpt] Neither repressive security measures nor a simplistic economic alterma- 
tive which ignores the conflicting social and political realities of the country 
will resolve Guatemala's crisis, Alejandro Maldonado Aguirre said yesterday in his 
remarks to a luncheon meeting of the Chamber of Commerce. 


The presidential candidate of the National Reform Party [PNR] held the business- 
men's attention for 1 and 1/2 hours, pointing out several of the country's problems 
and then answering questions from those present. 


Presiding at the luncheon-meeting was Julio Matheu, president of the Chamber of 
Commerce, and among those present were the wife of the special guest, Mrs Marlene 
de Maldonado Aguirre; the vice president of the Salvadoran Chamber of Commerce, 
Ricardo Hill Arguello; and deputy Juan Jose Urrela, and industrial leader. 


Overall Picture 


The presidential candidate began by pointing out the national problem, criticizing 
the simplistic focus that other political sectors seek to apply to the national 
crisis, 


From our point of view, Maldonado Aguirre said, this national crisis is the result 
of the interaction of several factors, which could be identified chiefly as economic 
Stagnation, social underdevelopment--which especially affects the great majority of 
the people who suffer from a critical degree of poverty--and at the same time, 
growing violence and subversion. 


Neither force based on power nor economic solutions alone can resolve this com- 
plex situation which, in addition, the guest emphasized, requires an institutional 
political system capable of inspiring confidence. 


He went on to say that our national institutions will only be capable of restoring 
the citizens' confidence in them insofar as they are established as the result of a 
genuine and legitimate political expression. 


He observed that while several factors of national development, among them private 
enterprise, have been experiencing a process of modernization, efficiency and 
progress, the political institutions, and especially the parties, have remained 
outside the progressive evolution of national development. 
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The traditional parties are oligarchic, but we cannot refuse a political solution 
to the crisis, nor can we allow the traditional groups who support its solution by 
force to sharpen it any further, Maldonado Aguirre commented. 


Electoral Process Timely 


Taking up again the idea of establishing in Guatemala a solid, politically strong 
and legitimate institutional system, the PNR presidential candidate said that the 
March 1982 elections are an important opportunity for the country to move forward 
in the present circumstances. 


We must take advantage of this political opportunity which is offered the country 
in such a timely manner, Maldonado Aguirre said, to prevent our future from being 
defined by the use of weapons, by outside intervention or by forces which are 
foreign to the full responsibility of the Guatemalan people. 


Security Question 


Maldonado Aguirre also made some important comments concerning the implications 
of what is commonly called "security," in view of the tensions caused by manifes- 
tations of violence, particularly subversive violence, 


In this regard he began by pointing out that armed subversion is not only a mili- 
tary question, since it is nourished in a social, political and economic situation 
which keeps broad sectors of the population unsatisfied. 


He mentioned especially the youth, who, according to the candidate, join subversive 
movements because of the inability of the system to incorporate them into a process 
which would allow them to participate peacefully and positively in the solution of 
social problems and to contribute to progress in general. 


Maldonado Aguirre advocates a security which he called "rational and intelligent." 
He said the repressive violence which results from an inadequate idea of national 
security does not affect the terrorists. 
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COUNTRY SECTION 
GUATEMALA 


BUDGET INCREASE TO CAUSE MORE INFLATION 
Guatemala PRENSA LIBRE in Spanish 15 Oct 81 p 2 


[Text] The president of the congress has given us the rather unpleasant news that 
the new general budget for national expenditures will be increased compared to the 
one currently in force on the grounds that it is necessary to cope with a greater 
demand for jobs, along with the growing requirements for public services. This 

is rather unpleasant news because it tells us that the inflationary trend will 
continue, with all of the harmful effects for the people of Guatemala who, by 
virtue of the current government system, are forced to keep paying for an expen- 
sive bureaucratic and administrative machinery, plus a whole series of expendi- 
tures that do not tally with available resources. But that is not all; we will 
also have to prepare ourseives to put up with a resumption in the price spiral 
and we will have to live with a currency which keeps losing purchasing power with 
each passing day and which may undergo devaluation. There is no need to go into 
any lengthy discussion on that score. These are economic realities we are all 
familiar with and they are being experienced by all nations which, like our 
nation, have fallen into the hands of governments that are stuck on already dis- 
credited theories to the effect that, by means of tremendous public investments, 
one can achieve a rapid increase in economic indicators and an immediate bonanza 
in terms of benefits for the general public. This is in total disregard of the 
fact that we are dealing here with a fictitious and fleeting prosperity for the 
simple reason that nobody can live on a deficit for any length of time, nor can 
we go on making up these shortages through domestic and foreign borrowing; by 
multiplying the circulating currency, without proper backing from real resources, 
this gives rise to the inflationary phenomenon and that is equivalent to a deep 
abyss which opens up before the unaware. Saying that the new expenditure budget 
will be higher than the present one, when the pernicious effects of inflation keep 
spreading to the desperate low-income classes, is tantamount to saying that we, 
the citizens, must prepare for the worst. It means that those responsible for 
managing our assets and taking care of our public finances have not realized the 
danger facing us or that they simply pretend not to see it. 


The undeniable economic principle is that, when public spending goes up, it is 
necessary to increase the sources of supply; if the allocations go up, it is nec- 
essary to hike the revenues by the same amount. If this is not possible, then it 
is necessary--as we have done in recent years--to resort to domestic and foreign 
borrowing, to the issue of money, to the devaluation of money, until we finally 
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wind up in the midst of a crisis. There are many countries which have had that 
experience and it is therefore astonishing that nobody has learned as yet how to 
avoid thai trap. But the most surprising thing is that peope keep citing the Same 
weak reasons to justify this mistake. The most frequently given reason--because 
it is the one that can most easily impress public opinion--is that we are seeking 
to avoid unemployment, to prevent hunger, as we say, in certain segments of the 
population. And who could openly come out against such a suggestion? The truth, 
however, is that, to attain a plausible end, we pick a brittle and fallacious 
means. We give jobs to a few, possibly, in exchange for increasing prices, product 
shortages, and general discontent because of the drop in purchasing power of in- 
comes earned. In a few words, if we do not put a stop to public spending above 
and beyond our real capacities, we are laying the groundwork for a situation that 
is much more dangerous than the one we are trying to correct. 


Those responsible for the republic's finances have forgotten that the real economic 
prosperity of a nation can be achieved only when prices remain on a reasonable 
level, without any abrupt changes, apart from any inflationary currents; they are 
also unaware of the fact that, without this requirement, the sources of growth are 
undermined and private investments are discouraged, although the latter are the 
most important promoters of real development and true prosperity. The news given 
to us by the president of the congress, to the effect that the nation's expendi- 
ture budget will go up once again, comes at a time when we were hoping for the 
exact opposite; in other words, we were looking for an announcement to the effect 
that it has been realized that inflation is the real enemy and that we are going 
to try to prepare the ground so that the new administration would be able to get 
us out of the mess that has developed in other countries. Whether we like it or 
not, a budget hike implies a tax hike, be it direct, indirect, or inflationary. 
This is further indication that borrowing wiil continue and that there will be no 
end to this race until we tind ourselves at the crossroads at which Costa Rica 
finds itself now for the same lack of foresight. 
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COUNTRY SECTLON GUATEMALA 


FLNANCE MINISTRY ANNOUNCES NEW TAX REGULATION 
Guatemala City PRENSA LIBRE in Spanish 1 Oct 81 p 2 


[Text] Spokesmen for the Ministry of Public Finance have announced that beginning 
today, all invoices, receipts and cash register slips for the sale of goods or 
services must include a 3 percent tax, payable by the consumer, as part of the new 
regulations applying to the stamp tax. 


This ruling is contained in the government resolution dated 11 October and means 
that the consumer will know how much he has paid and that the seller will collect 
the tax for the state, thus facilitating control, while under the current system 
there is no proof that the consumer has actually paid the tax. 





The stamp tax, established in 1932, has been paid by the buyer on merchandise he 
purchases, the seller including it in the sale price. In other words, this is not 

a new tax, it was explained; the sole purpose of the ruling is to have the tax 
clearly indicated on invoices, receipts and cash register slips for sales completed. 


It was added that with this ruling the government, through its Ministry of Public 
Finance, aims to correct the tax injustices which exist in some sectors, and for 
this reason the buying public is asked to request a receipt for each purchase made 
as proof that the tax was paid. 


Finally, it was indicated that if we all pay the established taxes correctly, it 
will not be necessary to create new tax burdens to pay for public services to bene- 
fit the public and for the construction of projects for national development. 
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COUNTRY SECTION GUATEMALA 


MLN DENIES ALLIANCE WITH CAN FOR PRESIDENTIAL ELECTIONS 
Guatemala City PRENSA LIBRE in Spanish 7 Oct 81 p 13 


[Text] "The National Liberation Movement (MLN) party will definitely go it alone 
in the upcoming elections, and we are already deep in the campaign," deputy 
Leonel Sisniega Otero, MLN's candidate for the vice presidency of the republic, 
said yesterday. 


"Certainly there was talk about forming a political alliance with the National 
Authentic Central Party (CAN), but the truth is that MLN's efforts, made with 
the patience and humility of a St Francis, were dashed against the egoistic and 
individualistic reply of the CAN candidate. | 


"In view of the fact that we could not come to an understanding about forming the 
political alliance under the conditions proposed by CAN's candidate, we have come 
to the conclusion that everyone had better make his own way alone. "When there 
are different levels of thinking, it is not possible to come to an understanding, 
but if there is just one level, one can continue without obstacles." 


Electoral Law 


"With respect to reform of the electoral law, I believe it must be a concern of all 
deputies and government officials to find the best way to guarantee the honesty of 
the forthcoming elections. 


"Questioning or rejecting the reforms can only be indicative of insecurity in one's 
own ranks, or of the possible use of dirty tricks to guarantee dubious victories. 


"However," he emphasized, 'we must be certain that the next government has a 
broad base of support from the large majorities to be able to carry out an orderly 
aaministration. 


"And in addition, to sort out the numerous obstacles which become crystallized in 
a small war operating in a diminished economy and in a situation of low produc- 
tivity, the result of the activity of groups which, encouraged from abroad, are 
trying to destabilize the government internally and shield the feeble structure of 
decadent political parties." 


8735 
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COUNTRY SECTION GUATEMALA 


ELECTORAL FRAUD CHARGED, DENIED 


Electoral Law Reform Delay 


Guatemala City PRENSA LIBRE in Spanish 30 Sep 81 p 4 


[Text] The government commission has locked our proposal for reform of the elec- 
toral law and the political parties away in a drawer to guarantee them the elec- 
tion," deputy Arturo Ortiz Saenz de Tejada, head of the MLN [National Liberation 
Movement ] congressional delegation asserted yesterday. 


"We are going to demand that the commission come to a decision," he added, be- 
cause we want to guarantee the people their sovereign right through the honesty 
of the voting process. 


"The aforementioned proposal has been before the commission since August," he 
indicated, "and there is no way to get a decision from them. The chairman of 

the commission is deputy Emilio Par Gonzalez, of the PR [Revolutionary Party]. 
"The president of the republic, Gen Fernando Romeo Lucas Garcia," he said, "has 
offered and guaranteed, through the communications media, a free electoral pro- 
cess. When the chairman of the government commission was questioned, he said he 
had not reached a conclusion because he had received three earlier proposals that 
were being studied. 


"T believe that in view of the proximity of the elections, priority should be given 
to reform of the election law, and so in accordance with the internal rule of the 
Congress we are going to give the commission a deadline for reaching a decision and 
presenting the matter to the plenum. 


"| am sure that the deputies who are opposed to reform of that law are doing so 

to go along with the politicians who are saying that candidate Guevara will be the 
one who wins. That is why we are helping implement President Lucas Garcia's 
offer--to avoid violence in the country," said Ortiz Saenz. 


"And if in spite of everything they try to impose somebody on us," he concluded, 
"we will defend the vote to guarantee the people their sovereign right to choose 
who will govern them." 
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MLN Smells Fraud 


Guatemala City PRENSA LIBRE in Spanish 10 Oct 81 p 8 


[Text] "We can smell the scandalous fraud that is being planned for the next 
general elections in the cunning actions of the deputies of the Broad Front (PR-PID) 
[Revolutionary Party--Democratic Institutional Party]," deputy Amilcar Gudiel 
Marrequin, assistant chief of the MLN deputies, said. 


He made this comment after the plenary session failed to approve the petition 
presented by the MLN deputies calling for the Congress to designate, in Thursday's 
session, the representatives and their altemates for the Electoral Council. 


"There is a constitutional provision, Article 36, which states that the council 
must be named at least 1 month before the convocation of elections, and they have 
not done so. 


"To conform to the law," he emphasized, "we must designate the representative of 
Congress, but the PID and PR deputies opposed it, moving a previous question, so 
that the election could not be held. Only 15 of the MLN deputies present and one 
DC [Christian Democrat] voted in favor of it. The other representatives of the 
Broad Front approved the previous:: motion to request a report from the Electoral 
Council as to whether there is still time to elect the representative of Congress. 


"That is why we are beginning to smell the scandalous fraud the Broad Front is 
planning with these sly actions, since by so doing they are contradicting and 
placing an interdiction on the word of the president of the republic, General Lucas 
Garcia, who has promised to respect the people's freedom as expressed at the polls. 


"Their tricks consist in already having filled the Electoral Council with repre- 
sentatives who served 4 years ago. They have acted unconstitutionally, because they 
have not complied with what is stipulated in the Great Charter, which is to ask 

the political parties, the Congress.of the republic and the Council of State to 
designate their representatives to the Electoral Council. 


Electoral Fraud Denied 


Guatemala City PRENSA LIBRE in Spanish 10 Oct 81 p 8 


[Text] "The Congress did not act unconstitutionally yesterday in not electing 
its representative to the Electoral Council. We are not planning any election 
fraud,'' said deputy Raul Ovando Santiago (PID). 


"It is logical that the Electoral Council be consulted as to whether, according 
to the constitution, another representative of the Congress to that council can 
still be designated. This designation must be made 1 month before the calling of 
elections. 


"It was correct to consult, as was agreed. The director of the Electoral Council 
sent out circulars prior to this time, asking for the designation of representa- 
tives to the council; since this was not done, he called the council with those 
who had served previously. 
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"At no time did the PID encourage any electoral fraud,'' he emphasized, "because 
we believe, like President Lucas, that the elections must be legal and the popular 
will respected." 


Electoral Council Members 
Guatemala City PRENSA LIBRE in Spanish 10 Oct 81 p 8 


[Text] "The Electoral Council which will oversee all acts and procedures concern- 
ing electoral matters for the upcoming general elections has already been named," 
asserted deputy Hugo Danilo Lopez Godoy, who represents the Congress of the re- 
public on that council. 


"According to the last paragraph of Article 36 of the constitution of the re- 
public, the director of the Electoral Council is empowered, ex officio, to form the 
Electoral Council with the representatives who served on it during the 1978 elec- 
tions. 


"T do not know why any party claims it was not notified, because the council direc- 
tor notified the four political parties which by law make up the council." The 
party representatives are: deputy Oscar Vega for the PID; journalist Carlos 

Rodas for the PR: Vinicio Cerezo Sierra for the DC and Rudy Fuentes Sandoval for 
the MLN. 


"If the council is already formed," he repeated, "it would have been unconstitu- 
tional for the plenum to approve the MLN deputies’ motion to elect another repre- 
sentative from the Congress of the republic. What is unconstitutional here is the 
motion by the MLN deputies." 


MLN Communique 
Guatemala City PRENSA LIBRE in Spanish 10 Oct 81 p 12 


[Text] The MLN has issued a communique censuring members of the PID and PR, Blue 
and White Wing, congressional delegations for their opposition to the naming of 
representatives and altermates of the Congress of the republic to the Electoral 
Council. 


The communique states that the MLN, deeply concerned by this attitude of the PID, 
PR and Blue and White Wing--"an appendage of the PR"--deputies, raises its voice 
in protest against this constitutional violation of President Lucas Garcia's 
proposal that the forthcoming election be honest and respect the will of the 
Guatemalan people. 


The MLN points out that the deputies in question, in opposing the substance of the 
last paragraph of Article 36 of our Great Charter, to the effect that members 

of the Electoral Council must be designated at least 1 month before the call to 
elections, are acting, in addition, in an abrasive and unconstitutional manner and 
promoting disequilibrium in the forthcoming election. 


They specifically point out Dr Jose Trinidad Ecles of the PID, Roberto Alejos of 
the PR and Napoleon Alfaro of the Blue and White Wing as those who opposed the 
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naming of congressional representatives to the Electoral Council, claiming in 
an excessive bid to remain in power that there must first be consultation with 
the agency in question, which places the official sector in a highly dubious 
position. 


The MLN, concludes the communique, was opposed in its proposal to vote on the 
nomination and therefore reaffirms that it will always denounce to the people of 
Guatemala anything that is not good for the national interest. 


8735 
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COUNTRY SECTION GUATEMALA 


BENEDICTO LUCAS INTERVIEWED ON SUBVERSION IN COUNTRY 
Guatemala City PRENSA LIBRE in Spanish 13 Oct 81 p 8 


[Interview with Gen Manuel Benedicto Lucas Garcia, chief of the Army General Staff: 
"Subversion is Reaching the End;" 12 Oct 81, Guatemala City] 


{Text ] Communist subversion, desperate because it is near collapse, has struck out 
with fury against the citizens of Guatemala, perpetrating terrorist acts in an 
attempt to instill fear, said Gen Manuel Benedicto Lucas Garcia, chief of the Army 
General Staff yesterday. 


In an interview granted to PRENSA LIBRE in his office Gen Lucas condemned the bombings 
of Saturday night, as well as the attempt by guerillas against a bus transporting 
excurSionists in Solola, in which a girl was killed and several persons were wounded. 


Regarding the bombings on Saturday, the military chief said that the dissents may 
have tried to damage military installations, but these were the least affected. " 


The great damage, he continued, was to the homes of honest Guatemalan families from 
the private enterprise sector; their businesses were greatly daniged. 


The Vehicles Had Been Stolen 


General Lucas pointed out that the explosives were left inside vehicles which the 
dissidents had stolen from citizens who probably had not finished paying for them. 
These vehicles were completely destroyed in actions that also endangered innocent 
hard-working people. 


It is sad he stressed, to see how the homes in Zone 13 and Zone 10, as well as the 
business establishments, were damaged by the terrorist explosions. 


[The guerrillas carryout this kind of desperate action; they cruelly attack the very 
people they claim to be defending. I am sure they will not instill fear among the 
citizens because the people realize that the subversives are trying to attack the 
government at the cost of Guatemalan blood. 


Ten Year of Work Destroyed 


The chief of the Army General Staff analyzed the reasor. for the desperation of the 
guerrilla groups. 
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He believes that with the dismantling of many subversive redoubts in the capital and 
the interior of the country 10 years of “arduous work by the dissident groups" were 
destroyed. 


They had with great effort evaded the security forces and established themselves in 
these redoubts. Intelligence services of the security forces succeeded in locating 
them and overnight those 10 years of work came to naught. 


These are the reasons why the guerrillas are desperate and today they are scraping 
in order to sustain themselves. It can be said that today they are biting the dust 
of defeat and arriving at their end. 


Justice Cries Out in the Attack on the Tourists 


The interviewee also stated that anyone would agree that he who is armed or has the 
means to defend himself may be attacked. But attacking an IRTRA bus carrying humble 
tourists with a Claymore mine is an act that cries out for justice among all the 
social levels of the country. 


With this new terrorist act the subversives killed a girl and wounded 11 other persons 
who had done nothing to anybody. They only wanted to have a pleasure day along the 
shores of Lake Atitlan. 


"As can be seen, nothing matters to the subversives. They kill defenseless people 
because they know they are lost. The people have condemned," he concluded, "both the 
bombings on Saturday and the attack on the IRTRA bus. 


9015 
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COUNTRY SECTION GUATEMALA 


INACOP CANCELS REGISTRATION OF 200 COOPERATIVES 
Guatemala City PRENSA LIBRE in Spanish 10 Oct 81 p 12 


[Text] A total of 200 cooperatives have been canceled by INACOP b2cause they did 
not meet the necessary operating requirements, Col Fernando Alfonso Castillo Ramirez, 
president of INACOP, told PRENSA LIBRE yesterday. 


The INACOP head was interviewed in relation to remarks made recently by the Jesuit 
priest, Luis Eduardo Pellecer Faena, who said that ‘several cooperatives organized by 
the settlements coordinating office were used to support subversion." 


Colonel Castillo indicated that the cooperatives referred to by the former member of 
the EGP [People's Guerrilla Army] were organized by the National Settlements 
Movements (MONAP). 


"These cooperatives failed completely because all their necessities were being 
provided to them, and a real cooperative cannot operate like that. 


"The groups in question organized themselves and many of them that did not meet the 
necessary requirements were disbanded by INACOP, in accordance with the regulations 
of the law governing cooperatives. 

INACOP is forming and supporting true cooperatives which have nationalist and 
patriotic ideals and where their members work hard to solve their problems. 


"We are trying to organize the communities so that they will excel, so that they will 
contribute to national development in an eminently democratic framework. 

"It must be understood," he concluded, "that the cooperatives are enterprises that 
are striving for success through honest and responsible work. Above all, INACOP 
inspires love for Guatemala in them by every means and inculcates in everyone the 
duty to cooperate in acquiring the basic necessities we need." 


9015 
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COUNTRY SECTION GUATEMALA 


MARXIST TEACHERS DISCOVERED IN RFLIGIOUS SCHOOLS 
Education Ministry Investigates 
Guatemala City PRENSA LIBRE in Spanish 7 Oct 81 p 6 


[Text] The minister of education, Col Clementino Castillo, met for more than 8 
hours in his office yesterday with his principal aides to discuss the situation in 
the Belga School, which has been accused of subversive activities. 


Present at the meeting were the vice minister of education, Prof Lizandro Sierra 
Coronado, Leopoldo Colom Molina, vice minister of culture, and all the heads of the 
various departments of the ministry. 


After the meeting (which lasted 18 hours) the minister, Col Castillo Coronado, told 
the press that they had met to deal specifically with some alleged irregularities 
in the Belga School. 


Vice Minister Sierra Coronado in turn said that one of the problems stemmed from 
an anonymous note sent to all the parents of the girls at the school asking them to 
support the schocl authorities. 


The parents of several students, he said, protested to the ministry because they 
feared their daughters could lose the school year as a reprisal if they did not 
support the school in question. 


Also discussed was the distribution of some communist Christmas carols which it is 
believed may have been distributed among the students of other religious schools. 


lhe meeting was extended, Sierra Coronado stressed, because they also discussed the 
so-called "Operation Uspantan," which the Belga School had included in its extra- 
curricular activities. 


The vice minister emphasized that the ministry was rot trying to create problems 
for the Belga School, but said it will be punished severely if it is found acting 
unlawfully. 


[he meeting will continue today until a decision is reached on the institution. 
"We should make it clear that for the moment we cannot close it as this would be 
the most extreme measure we could take." 
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A Commission in the Belga School 


Yesterday the minister ot education sent Guillermo Garcia Rojas, Jose Maria Galino, 
Oscar Lemus Interiano, German Vasquez, and other educators to exchange points of 
view with the authorities of the Belga School. 


The object was to establish whether the note sent to all the parents of the students 
had emanated from the authorities requesting their support for the nuns. 


The school authorities denied knowledge of the flyer. It bore the letterhead, 
Parents Association,'' and this was what brought about the parents' protest to 
the Ministry. 


Extracurricular Activities 


Extra-curricular activities of the private schools, especially religious schools, 
will be strictly monitored in order to prevent their true goals from being under- 
mined and the youth led to commit subversive acts, according to statements made 
yesterday by the top authorities of the Ministry «f Education. 


fhe heads of the Education Ministry mentioned the charge made public by the Jesuit 
priest, Luis Eduardo Pellecer Faena, who accused some schools of supporting the 
subversive movement in Guatemala. 


On this point the vice minister of education, Prof Lizandro Sierra Coronado, stated 
that extracurricular activities are outside the control of the ministry, precisely 
because they are undertaken away from school grounds. 


The charges made by Father Pellecer Faena are of concern, he said, because these 
programs are used to foster subversion throughout the country. 


Investigations Started 


The head of the ministry, Col Castillo Coronado, in turn called attention to the 
fact that a special monitoring system of the private schools has been started as a 
result of the accusations brought by the Jesuit priest. 


They will be required, he added, to follow official regulations, and if it is 
found that some of these schools are undermining the true goals, they will be 
subject to investigations, which could lead to their being closed. 


We must be stern in this matter. We are not going to allow Guatemalan youth to be 
indoctrinated with communist philosophies. We think the coopera‘ ‘on of the parents 
is vital in watching over their children and reporting any irregularity they see. 
Pellecer Faena Did Not Say Anytaing New 

The vice minister of culture, Leopoldo Colom Molina, in turn told PRENSA LIBRE that 


rather Pellecer Faena did not say anything new in stating that "education needed 
reforms." 
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We have worked hard to try to encourage teaching that combines modern principles 
and identification with the problems of the communities in the schools. 


Colom Molina also mentioned the problem of violence that is prevalent at present, 
and he pointed out that public entertainment has been partly responsible for this 
situation. 


He cited television, which shows pictures with a great deal of violence, and other 
films that are factors in presenting a negative message to the youth. 


He also spoke about pornographic theaters, which are very popular in this country 
today. tnerefore, he concluded, we have presented a bill that seeks to reform the 
law concerning public entertainment and put an end to activities that project vio- 
lence to the youth. 


Ministry Reports Results 
Guatemala City PRENSA LIBRE in Spanish 9 Oct 81 pp 12, 76 


[Text] The Ministry of Education will stop several Salvadoran and Spanish teachers 
in the Belga School from continuing to give classes as they are no longer authorized 
to teach; it is supposed that they were the ones responsible for the illegal 
activities in that institution. 


The head of the Ministry of Education, Col Clementino Castillo Coronado, told the 
press yesterday that the commission named to investigate the activities in the Belga 
School had submitted its report and discovered circumstances that obliged the min- 
istry to take immediate action. 


According to the report, the so-called Operation Uspantan has been suspended and 
the Salvadoran and Spanish teachers of Belga will be prevented from giving classes 
as they are considered responsible for the unlawful activities. 


In accordance with the request made by many of the parents, the principal, Sister 
Maria Codoy, who is also considered responsible for some of the problems, will be 
dismissed from the school. 


We have received complaints from several parents that the attitudes of "their 
children have become strange, and specifically the students of the Liceo Guatemala 
and other schools, which will be investigated. 


in one case I can tell you about," he said, "one parent told me that a few days 
ago he saw his boy trying to hide a book he was reading. He asked him what book he 
wis reading and the boy ran so he would not have to show it to him. 


"The father caught him and was puzzled to discover it was a book containing Marxist 
principles. The child, frightened, told his father that a brother had given it to 


him to read, with the warning that he should not show it to his parents." 


This was a student in the Liceo Guatemala. Therefore, the authorities of the 
ministry will also start an investigation of that institution. 
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Cooperation From All Parents 


The vice minister, Sierra Coronado, in turn exhorted all the parents to observe 
their children who study in this type of school very closely. 


"It would be well for them to observe the books they study from, what they write in 
their notebooks, etc, so that they don't give them Marxist lectures. A child can be 
indoctrinated, and it is the obligation of the parents to avoid this at all costs. 


She Does Not Want To Talk to Me 


Minister Castillo Coronado stated that he was surprised at the attitude of Sister 
Maria Godoy, who said in relation to the investigations that she would "talk with 
all the department heads, except the minister of education, Col Castillo Coronado." 
"I want to let her know," the minister stressed, "that I am a 100 percent Guatemalan 
and I am proud ot it. The government has named me to this post, and while I head 
the ministry, I intend to do it responsibly. 


"We are not going to let them undermine the true principles of education or lead 
youth to the kind of extremism known to all." 


In answer to a question from reporters, the official reiterated that it is almost 
certain that Sister Maria Godoy would be dismissed from the school, along with the 
Salvadorans and Spaniards who illegally participated in education in Guatemala 
without the proper license. 


Liceo Guatemala Will Be Investigated 


The vice minister of education, Prof Lizandro Sierra Coronado, told reporters that 
when the Belga investigation is concluded, there will also be detailed investigations 
of the. various private institutes and schools functioning in Guatemala. 


The Belga School Will Not Be Closed 


Finally, Minister Castillo gave various reasons why it would not be right to close 
the Belga School; in the first place, he said, out of concern for the parents and 
second because of the need for educational institutions in this country. 


The best way is to put it under the control of the ministry and dismiss the prin- 
cipal and the teachers who are not suitable and do not even have authori.ation to 
work in this country. 


9015 
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COUNTRY SECTION GUATEMALA 


EDITORIAL COMMENTS ON FATHER PELLECER'S ACCUSATIONS 
Guatemala City PRENSA LIBRE in Spanish 7 Oct 81 p 10 


[Editorial by Alvaro Contreras Velez: ''The Accusations by Pellecer, Bombshell or 
Boomerang?" | 


[Text] If the government did not plan to take some punitive action against the 
religious who, as activists and catechists of the "new Church," have put into 
practice the doctrine of the theology of liberation and thus may be involved in 
subversive and dissident activities, what was the objective of the spectacular pre- 
sentation before the press, and especially the TV cameras, of the guerrilla priest, 
now retired, Eduardo Pellecer Faena. 


This is the question that thousands of Guatemalans, whether they are confused or 
intrigued, are asking after witnessing the specific and documented charges made by 
the repentant priest. It is a question that, considering what was seen and heard, 
has no logical or sensible answer. 


As a participant in this reaction of confusion and frustration, the editorialist 

of PRENSA LIBRE (3 October) stated that, "Despite the gravity of the evidence, the 
lack of decision is notorious. The government officials say they are involved in 
"an exhaustive evaluation," despite the fact that the authorities knew many days 
ago, since Father Pellecer surrendered, everything he said later in a public forum." 


This is as clear as the light of day. Father Pellecer, according to his own con- 

fession, surrendered on 8 June. Which means that in making his charges public the 
night of 30 September, he had been in the hands of the authorities 115 days. 

This situation makes incongruent the official report that "the government security 


forces have begun an investigation of the accusations made by the Jesuit priest, 
Eduardo Pellecer Faena, a member of the EGP [People's Guerrilla Army]'' (PRENSA LIBRE, 
2 October), referring to what he had said in public two days before. 


No one can believe that, despite the serious charges made by the dissident priest, 


the authorities did not proceed immediately, from the time he surrendered, and not 
at the end of that stretch, as they say in police jargon, not only to investigate 
the accusations but to undertake the search for the accused, whether Jesuits or 


other religious orders. 
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Not even the most naive viewer or newspaper reader would ever suppose that the in- 
quiries would not begin until Father Pellecer confessed publicly and before all the 
communications media. 


This, we insist, has made inexplicable the purpose for detonating the bombshell 
which, as we said yesterday, resounded boomingly both within the outside the country, 
as confirmed by the quick and aggressive protests by Jesuits in Panama, Nicaragua, 
and other countries. 


At the same time there have been assurances that the government "bears no enmity 
toward the Church or its representatives," which was voiced by the secretary of 
public relations of the presidency, journalist Carlos Toledo Vielman. 


But there are also assurances that among certain representatives of the Church there 
is frank enmity against the government. To find indications of this state of mind 
it is sufficient only to note the mocking, haughty, and defiant attitudes assumed by 
some in the Church hierarchy in referring specifically to the government through 

the press and television in terms that are both sarcastic and disrespectful. 


in summary, the affair is confusing and obscure, and in the worst of cases the 
bombshell detonated as the "mea culpa" of Father Pellecer could turn back on the 
government itself, like a boomerang. 


9015 
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COUNTRY SECTION GUATEMALA 


BRIEFS 


ORPA MILITANTS DESERT--More than 50 members of the Organization of the People in 

Armes (ORPA) surrendered to the army recently in the western part of the country, 
according to Gen Manuel Benedicto Lucas Garcia, chief of the Army General Staff. 

He said these people had belonged to the subversive group for some time, and their 
contribution consisted in providing food, medicine, and various other items to the 
clandestine dissidents. Upon surrendering to the armed forces they related that they 
had been deceived by the subversives and that "they were now tired of wandering in the 
mountains without hope for peace." "Besides, they added, they decided to escape from 
the insurrectionists when they realized they were perpetrating terrorist actions in the 
western and southwestern regions of the country. [Text] [Guatemala City PRENSA 

LIBRE in Spanish 10 Oct 81 p 12] 9015 


AIR PATROLS IN PETEN--"The air patrols in Peten will prevent in large part the theft 
of natural resources and the depredations that have occured at the archaeological 
sites in the area,"' the chief of public relations of the army, Col Jaime Rabanales 
Reyes, told PRENSA LIBRE yesterday. He said the Teniente Coronel Danilo Henry air 
base was recently opened in that department, and it would have the necessary 
installations to support its mission. He said the patrols are routine and none can 
be characterized as "special." It must be understood, he emphasized, that Peten has 
a long border with Mexico and it is proper to keep a strict watch over this region. 
Colonel Rabanales Reyes added that such activities, even though routine, would in 
large measure undoubtedly prevent groups of unidentified persons from committing 
robberies of natural resources and of the numerous pre-Columbian sites located in 
the Peten jungle. [Text] [Guatemala City PRENSA LIBRE in Spanish 29 Sep 81 pp 13, 
47 | 9915 


NEW TRANSMITTERS--Yesterday morning there was a ceremony at the transmitting station 
of Radio National TGW, located in the Pavon National Farm to mark the inauguration 

ff three new transmitters which will add a good deal of power to the national radio. 
Radio National also celebrated its 5lst anniversary. The new equipment consists of 
2 CSI Electronics Broadcase Transmitter, model T-10-A, which will make it possible 
to broadcast simultaneously at 040 and 1,000 KHz frequencies, with 10,000 kilowatts 
each. At the same time the short wave transmitter will broadcast in the 49 and 31 
meter bands at 6180 and 9760 MHzs, which will add greater range domestically. The 
cost of the equipment is 120,000 quetzals, including antennas, transmission lines, and 
scillator. Installation of the equipment was done by Carlos Guevara, Pedro Amaya, 
Candelario Rosales, and Critstobal Larabay. [Text] [Guatemala City DIARIO DE CENTRO 
AMERICA in Spanish 17 Sep 81 p 2] 9015 
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[INTEREST RATES INCREASED--The monetary board last night agreed to raise the official 
bank interest rate and ordered a special provision so as not to affect loans on 
housing and for the production of basic cereals. According to the report, fully 
confirmed by the monetary board itself, the pertinent resolution raises the passive 
rates to 13 percent, in other words, the interest the bank pays to savers and 

the active rate to 15 percent, in other words, the interest which the bank collects 
on loans given to the public. The bank interest rate so far had been kept at 9 
percent for the passive rate and 11 percent for the active rate. Regarding home 
loans, the monetary board's resolution provides for a special regulation consist- 
ing in the following. A rate of 11 percent will be applied to loans granted by 
banks in the system, using funds which will be supplied to them for this purpose 

by the Central Bank. If loans are granted on the basis of the in-house funds of 
private banks, the interest rate to be collected will be 15 percent. A specific 
regulation was also issued--as part of the same resolution--setting the interest 
rate at 8 and 9 percent for loans intended for the production of basic cereals. 
These loans will be handted in a trust manner and they will be administered by 

the National Bank for Agricultural Development. This resolution by the monetary 
board changes the passive and active interest rates in the national banking system 
and will take effect on the day after publication in the Official Gazette, in 

other words, tomorrow, Friday. [Text] [Guatemala PRENSA LIBRE in Spanish 15 Oct 
81 p 75} 5058 
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COUNTRY SECTION NICARAGUA 


CENTRAL BANK ISSUES NEW IMPORT, EXPORT REGULATIONS 
Managua BARRICADA in Spanish 29 Sep 81 p 8 
[Text] Communique to the Public in General 


The Nicaraguan Central Benk announces that by resolution of its Board of Directors, 
beginning on this date the following procedures for import and export transactions 
enter into effect, except those included in Article 2 of the "regulation for buying 
and selling operations with freely negociated currency,'' published in Official Pub- 
lication No 205, dated 10 September 1981. 


A. Procedure for Effecting a Visible Import, With Either Public or Private Funds 


1. The importer, whether central government, APP [People's Ownership Sector] or 
the private sector, must submit its import application through the commercial bank 
of its choice, accompanied by a pro forma invoice or quotation document, along with 
special permits, when these are required. 


Separate applications are required for each order and for each form of payment. 
2 within 15 working days the importer will learn through the selected commercial 
bank whether his application has been totally or partially approved, or rejected. 


3. Following approval of the application, the importer will proceed to execute the 
order with the supplier, and depending upon the terms of payment, the amount will be 
deposited in cordobas or dollars, until the opening of a letter of credit or until 
the commercial bank is to pay the supplier. 


4. The original and customs copy of the application will be transferred to the im- 
porter by the commercial bank when the importer accepts the bill of exchange or 
promissory note, or when the commercial bank completes payment to the supplier. The 
original copy will replace bank certification of payment or acceptance of a bill 

of exchange. 


5. In order for the merchandise to enter the country, the importer must present the 
original and customs copy of the import application to the appropriate customs 
clearance, which wil! allow withdrawal of the merchandise. 
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B. Procedures for Effecting a Visible Export 


l. The exporter, whether the central government, APP [People's Ownership Sector] or 
the private sector, must present its export application, accompanied by a price list, 
pro forma invoice or buy-sell contract, and product technical specifications (if 
these exist), to the preferred commercial bank. 


2. Within 5 working days the exporter will learn through the selected commercial 
bank whether his application has been totally or partially approved, or rejected. 


3. The exporter will then proceed to ship the order, being obliged to present the 
original and customs copy of the export application to the exit customs office, and 
to the commercial bank it will present the bill of lading consigned to the corres- 
pondent bank indicated by the commercial bank, applicable for collections inside and 
outside the Central America area, oxcept for collections originating in Central 
America effected directly by the supplier; in that case the value of the collections 
must be deposited in the commercial bank through which the original transactions 
were completed. 


4. When the exporter makes collections directly from the Central America area, he 
must present a bank guaranty equal to 30 percent of the export value in national 
currency. 


5. After the exported product has been received, the commercial bank will credit or 
transfer to the exporter the equivalent amount in cordobas, less expenses for com- 
missions, stamps, etc. 


6. Priority will be given to exports having a payment term of 30 days. Enterprises 
extending credit for longer than 30 days must provide justification to the Export 
Directorate of the Nicaraguan Central Bank Subdirectorate tor Exchange Control. 


C. Procedure for Effecting Invisible Imports 


1. <All applications for sale of foreign currency for airline tickets, students, 
health expenses, film leases, etc, must be introduced through the commercial bank 
preferred by the interested party, with an obligation to complete the appropriate 
forms. 


2. The interested party will learn the decision on its application within 10 work- 
ing days through the commercial bank. If the application is approved, the appli- 
cant will proceed to pay to its bank the value in cordobas, as well as the guaranty 
deposit if required. 


ND. lransition Period 


|. Beginning next 1 October the banks will receive a new importa applications, and 
therefore the following transactions only may be handled during these days: 


a.) Applications by LA PRENSA that may have been returned and must be submitted 
on the new forms. 


b.) Applications by importers whose merchandise is in customs or in transit, which 


must be presented by the importer on the new forms, indicating whether the merchan- 
dise is in customs or in transit. 
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2. Previous deposits for applications returned to importers will not be refunded 
until they have been definitely refused. This procedure will be followed in the 
case of deposits for merchandise in customs or in transit. 


3. In the case of exports, commercial banks may receive new applications beginning 
with this date. 


E. Important Notes 


1. After this date all transactions must be handled through the banks and not 
through the BCN !Nicaraguan Central Bank] or NICE [Foreign Trade Ministry], except 
for applications for services, which will be considered in the Exchange Control 
offices until 30 September 1981. 


2. The Nicaraguan Central Bank will consider only those import applications where 
payment will be made using lines of credit granted to the Nicaraguan Central Bank, 
and where importation cannot be transferred to commercial banks. 


3. In providing foreign exchange, the Nicaraguan Central Bank will give priority to 
those enterprises using external loans now available through the FED [Special De- 
velopment Fund] or the BND [National Development Bank]. 


4. In the case of merchandise issued in Central America and now in the country, 
for which importers have not presented valid documents for authorization of foreign 
exchange, they are required to present these documents to the vice directorate for 
Exchange Control of the Nicaraguan Central Bank, no later than 30 September 1981. 


5. Payment for merchandise already in the country will be made in accordance with 
the availability of foreign exchange at the Nicaraguan Central Park. 


6. Those persons, natural or legal, whose applications may not have been handled 
in accordance with the new procedures may direct their correspondence to the Tech- 
nical Committee for Imports and Exports, General Policy Directorate for Foreign 


Commerce, Ministry ot Foreign Commerce. 


Publication Office 
Nicaraguan Central Bank 


Sandino Yesterday, Sandino Today, Sandino Always! 
9746 
CSO: 3010/156 
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COUNTRY SECTION PARAGUAY 


POLITICAL LEADERS EXPRESS THEIR VIEWS ON NATIONAL ECONOMY 
Asuncion ABC in Spanish 4 Oct #61 pp 4-5 


[Text] Oddly enough, the dynamism and evolution of a country seems to present more 
and greater problems than a situation of stagnation. 


In this respect, we must not forget that the political parties have written glorious 
pages in the nation's history and we therefore may very well assume that they will 
again play an important role in the future. 


In an effort to contribute to this evolution and to get a better idea of the con- 
structive opinion of the leaders of some of the major political groupings in this 
country, we tried to establish direct contact on the technical and political level. 


The response was favorable and everyone agreed to accept a copy of the questions 
submitted on these pages. From the written answer to each of the questions we 
tried to extract an objective synthesis of the ideas stated because space limita- 
tions always constitute a rigid outline which we must accept. 


The presentation was made in alphabetical order of the names of those interviewed 
and in all cases we tried to go into the topic with an even approach. 


Before judging and comparing the answers, it is important to recall that the absence 
of dialogue which has prevailed throughout the country undoubtedly constitutes a 
burden and a high price which we must pay. But it is also important to point out 
that better communications today make it possible to make the various topics known 
with much greater facility and that the technical problems can be solved more easily. 


cause of all of this, this presentation must be considered as a first approach 


toward a more profound determination of the prevailing economic thinking among the 
country's political leaders. 
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facilities. 





ment program, 


health program. 
sector, investments in industry 





|. What social-economic aspect should be taken up on a priority basis? 


(Dr Juan Roque Galeano] 


From the public sector, infra- 
Structure projects, which 
immediately benefit the various 
sectors of the population, such 
as paving the main highways 
throughout the country, exten- 
sion of the electric power 
system, plus a rural develop- 
including housing 
for low-income families, and 
technical and vocational teaching 
Furthermore, a 

From the private 


which will use domestic raw 
materials, in the hotel industry 
in the country's interior, and 
others which will replace imports. 


[Dr Juan Manuel Benitez Florentin] 


The effective distribution of 
the national product among the 
various classes of the people. 
Due to certain circumstances 
connected with particular situa- 
tions, for example, Itaipu, we 
have had economic growth but 
that did not filter down to the 
majority sectors involved in 

the production process in the 
form of higher income, greater 
social benefits, in other words, 
a higher standard of living. This 
is why we must tum economic 


growth into economic and social 
development and for that we must 
start with a clear and well- 


lefined political decision: 
distribute the pie in such a 
way that it will effectively 
benefit the disadvantaged 


sectors. 


[Dr Carlos Ferreira Ibarra] 


It is important to plan for har- 
monious development. There has 
been economic growth in the country 
but it was not reflected in the 
form of a higher living standard 
for the entire population. The 
government did not do everything 
possible in providing equal 

access to economic resources. 
Besides, we must resolve the 
alarming deficit in medical and 
welfare services--a situation which 
springs from the fact that the 
agency responsible for that area 

is more concerned with party 
politics than with taking care 

of the people's health. 








1. What social-economic aspect should be taken up on a priority basis? 


(Dr Nicasio Martinez Diaz] [Dr Luis Maria Vega] 
To solve the problem of Correcting the structural 
improper distribution of shortcomings in our current 
benefits deriving from the system in order to give it 
national effort in the greater social content which 
production of wealth. will be expressed through 
Several years have gone by a fairer distribution of economic 
since the ECLA stated that growth that is going to be 
"development demands the achieved. The statistics show 
redistribution of income us constant economic growth, 
simultaneously with growth"; with some decline in 19/75; that 
but the concept of pursuing does not mean that the benefits 
growth first still continues of that growth are being dis- 
to prevail here. Into that tributed equally among the 
we add inflation--a factor various social strata because 
in the regressive redistri- of the ratio between prices 
bution of income--then we can and wages, the country's effect- 
clearly see the fundamental ive tax structure, and the ex- 
phenomenon: the appropria- pansion of circulation among 
tion of the major portion of other things. 


annual economic growth by a 
minority eagerly going after 
wealth and the growing impoverish- 
ment of the majority of the 
population. 


[Dr Juan G. Granada] 


Correct the rate inequalities 

in income distribution among 

the various social sectors; this 
means that wages must go up, that 
we must institute progressive in- 
come taxes and increase social 
welfare benefits. But I must 
point out certain reservations: 

[ am not proposing new taxes and 
certainly not any increases in 
contributions to the IPS [Social 
Security Institute?] which is not 
as efficient as the European 
institutions when it comes to 





acting as an agency for social 
welfare benefits. Consequently, 
other changes must be made so that 
we may implement what I said 


earlier. 
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2. What is your opinion of the current tax burden and the proportion between 


direct and indirect taxes? 


[Dr Juan Manuel Benitez Florentin] 


It is unfair because not all 
high-income sectors contribute 
toward that tax and those who 
participate in these sectors do 
not do so to the required pro- 
portion. It is a structure of 
privilege. In theory, the per- 
sonal income t2x was supposed to 
meet the requirements of uni- 
versal application, justice, 

and equity; but in Paraguay, 

it is impossible to institute 
that because the privileged 

who monopulize power are opposed 
to that. Legislation provides 
mostly for indirect taxes which 
hit the consumer on the lowest 
rung of the ladder. 


[Dr Juan Roque Galeano | 


Current levels could be considered 
adequate; in combination with 
other economic policy instruments, 
this has made it possible for us 
to achieve high economic growth 


rates. The differentiation between 
indirect and direct taxes is not 
based on any scientific criterion; 
this is why, to achieve equity in 


taxation from the viewpoint of 

distributing the burden, we should 
contemplate the tax reform as a con- 
tinuous process and not as an iso- 


lated political or administrative 
event. Nevertheless, I am inclined 
toward so-called direct taxes 

because they constitute less of a 


burden on the taxpayers as a whole. 


[Dr Carlos Ferreira Ibarra] 


We urgently need a total reform 

of the current taxation system 
because certain sectors in Paraguay 
carry the largest percentage of the 
burden. Indirect taxes predominate 
and they are the ones which most 
heavily hit the lower-income seg- 
ments. Our taxation system is 
characterized by improvisation, 
incoherence, with marching and 
countermarching, without any well- 
defined scientific criterion. 


[Dr Juan G. Granada] 


The approach to the overall 

tax burden is deceptive. First 
of all, because the current taxa- 
tion system, in percentage terms, 
hits the low-income sectors in 
the same way as the rich or per- 
haps even more so. Besides, 

tax pressure cannot be fair 
because there are powerful sec- 
tors which do not have to con- 
tribute anything to the treasury. 
I believe that tax pressure in 
Paraguay is not heavy because 

we must cover all contributions 
and then we must seek to develop 
a fair burden for each member of 
society according to his income. 





2. What is your opinion of the current tax burden and the proportion between 


direct and indirect taxes? 
[Dr Nicasio Martinez Diaz} 


A fundamentai element in judging 
whether the burden is or is not 
proper is whether tax revenues 

are properly administered. Since 
we do not have complete statistics 
on this problem, we cannot express 
an objective opinion on it. As 
for the second aspect, indirect 
taxes still prevail and that is 
explained by the fact that those 
are paid by the majority of the 
people who "have no voice" 

(€0 percent of the population 

who get 40 percent of the pie) 
while the others do have a voice 
to demand the elimination or 
reduction of taxes that hit them 
hardest (the direct taxes). 


[Dr Luis Maria Vega] 


More pernicious than the 
intensity of the tax burden is 
the defective distribution of 
that burden. In 1980, 60 
percent of the government's 
budget revenues came from in- 
direct taxes. This forces the 
lower-income sectors to make a 
greater effort when compared to 
those who have more money. 
Besides, there is a conflict 
here is we consider that it is 
the middle-income and low-income 
sectors which more rapidly 

Spend their income and this is how 
we could expand our domestic 
market by benefitting: them. 


3. What anti-inflationary measures would you suggest in coping with the current 


situation? 
[Dr Juan Roque Galeano|] 


The measures adopted by the govern- 
ment and the Central Bank have been 
the best. The maintenance of the 
interest rate for bank loans, the 
reduction of the legal cash reserve 
requirement for savings deposits, 
the improvement of exchange market 
ol to prevent speculation, 


AAnt 
LUiiocang 
7 


the lifting of duties on export 


products, among other things, are 

sroducing good results. Thus we 

find that the inflation rate during 
i ce Ad veeead 

the first half did not exceed 9 

percent. 
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[Dr Juan G. Granada ] 


In the private sector we seek 
ways of increasing the production 
output and for the public sector 
we must try to control the issue 
and expansion of money. In this 
connection, it makes no sense for 
the Central Bank--an institu- 
tion charged with controlling 
monetary stability--to go in for 
pharaonic projects, such as the 
construction of its new home 
office--projects which, because 
of their size and characteristics, 
heavily contribute to more and 
more inflation. 





What anti-inflationary measures would you suggest in coping with the current 


situation? 


[Dr Nicasio Martinez Diaz] 


I believe that it would do little 
good to propose anti~inflationary 
measures in the peripheral] 


economy because it is the coun- 
tries of the center which recom 
mend or suggest such steps in 


with their interests. 
Nevertheless, I will mention the 
most effective steps: strengthen- 
ing the production machinery to 
increase output, austerity in 
the government area, a monetary 
policy which--without failing to 
accomplish the pure mission of 
providing credit tor production 
activities--would not abuse the 
power to issue money which is a 
disturbing and corrosive power; 
and watching over speculation so 
as to prevent or reduce any 
actions that cause even further 
confusion in the nation's 


line own 


economy. 
[Dr Juan Manuel Benitez Florentin] 
pro- 


period 
and 


Prowi 1 2 in ‘anti 
rroyvide RisL Girt 
Inf] 
is 


of generalized price 


, nee 
ation 1S 4a 


duction. 
rise 


starts when the purchasing power 

that reaches the market does not 

find a sufficient quantity of 
odities t itisfy it. 

The as be reduced 


from circu- 


icion; tl out to 
e ineffect as the only 
remedy ror inflation We must 
emphasize the other term of 
t equation, that is, we must 
id i ntives for the ef- 


tiveness of the production 


machinery to increase the out- 
nut of goods. Besides, we must 
fight against superfluous spend- 


and private. 
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[Dr Luis Maria Vega] 


First of all, national agencies 
responsible for the country's 
money management must resume 
control of monetary policy im- 
plementation which seems to have 
Slipped from its hands, realizing 
that the current rate of ex- 
change of the country's currency 
as compared to the strong cur- 
rencies leaves room for much 
speculation (in spite of the fact 
that one of its specific functions 
is precisely to avoid specula- 
tion). Second, solve the growing 
problem of a balance of trade 
which shows an ever-growing 
deficit. 


[Dr Carlos Ferreira Ibarra] 


A policy which would provide in- 
centives for greater productivity 
through the application of science 
and technology; a government policy 
of austerity, rationalizing public 
spending; supplemented by an intel- 
ligent monetary policy in which 
connection the Central Bank has 
sufficient foreign exchange re- 
serves which are now idle. 











Is it correct to gu into foreign borrowing as a way of financing national 


growth? 
[Dr Juan Manuel Benitez Florentin] 


There are limits to that which 
in Paraguay haye been exceeded. 
We have tried to win prestige 
and political shoring-up at the 
expense of future generations 
(the "current reconstruction 
projects’ will be paid for by 
our grand-children). Besides, 
we resort to foreign borrowing 
to go into pharaonic projects, 
not investments for development. 
In this way we obviously deny 
the possibility of using foreign 
borrowing to make development- 
oriented investments. 


[Dr Juan Roque Galeano] 


It is a major contributing factor 
for a country such as Paraguay. 


[Dr Carlos Ferreira Ibarra] 


Foreign financing of infra- 
structure projects is funda- 
mental. But, since foreign 
borrowing commits several genera- 
tions, we must use these funds 
for priority projects, not for 
unnecessary Ornamental projects, 
as in the case of the luxury 
airport in the city of Pdte 
Stroessner. Besides, foreign 
borrowing is not the only way 
because government reventes can 
be used efficiently and the 
Central Bank can use its reserves 
also. 


[Dr Juan G. Granada] 


Foreign borrowing is neither 
good, nor bad, by itself but 
rather as a function of an economy. 


Public works and administrative 

improvements, which increase the 
capacity and 

saving for 

be disregarded; 


I maintain that a large portion 
of the loans was invested in 
projects that were expensive for 
the country and that are not 
justified if you compare the 
costs and the benefits. Besides, 
here the loans implicitly included 
commission margins for middlemen 
and influential people who par- 
ticipate in these transactions. 
This explains why the government 


government's servic 
which constitute a 
he future, cannot 
is why we are justified in 
in order to finance 

But we must be 
rare of the country's 
pay when it comes to 
limits of borrowing 
cannot justify obliga- 


rt 


this 
borrowing 
this effort. 
very much at 
capacity to 
drawing the 


pecause we 


tions which later on can consti- has become poorer while its 
tute a burden that cannot be officials have joined the new 
lifted. upper classes. This type of 


borrowing is not good for Paraguay, 
nor even for the most backward 
country in Africa. 
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Is it correct to go into foreign 
growth? 


[Dr Nicasio Martinez Diaz] 


The most effective measure to 
finance development (defined as 
growth with social welfare) is 
the utilization of domestic 


savings made up of that impressive 


mass of money in the hands of the 
big financing outfits (banks, 
finance companies, money- 
exchange offices, savings and 
loan institutions for housing 
construction, insurance 
companies, deposits in foreign 
banks), orienting it to adequate 
measures and incentives to resume 
the fertile flow of the economy. 
We must resort to foreign bor- 
rowing when the country has no 
resources of its own, when money 
does not involve a high cost, 

if the amount of that money is 


' 
tne country s 


2 4 | 
payment capacities, among other 


borrowing as a way of financing national 


[Dr Luis Maria Vega] 


In a developing country 

it is difficult to achieve 
optimistic and satisfactory 

goals without foreign aid. 

But the problem resides in the 
financing conditions--the cost 

of financing--and the purpose 

for which we use those funds 

as well as th country's borrow- 
ing capacity. In this respect 

we have in recent years noticed 

a growing increase in the foreign 
debt which has not always been 
used for business investments 

of a productive or social charac- 
ter. 
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